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MONDAY MORNING SESSION, JUNE 30, 1930 


The opening session of the Twenty-second Annual Session of the Gov- 
ernors’ Conference, held in the House of Representatives Chamber, Salt Lake 
City, Utah, June 30-July 2, 1930, convened at 10:20 o’clock, Governer 
George H. Dern, of Utah, Chairman of the Executive Committee, presiding 

CHAIRMAN DERN: The Conference will be in order. 

The Secretary will call the roll. 

Seeretary Hardee called the roll and the following responded : 

STATE REPRESENTATIVE 
PN con nis era's oe ma en ee aan GOVERNOR JOHN C. PHILLIPS 
CRRAPORNEAss 5. s0 owes sev ee ee .....-GOVERNOR C. C. YOUNG 
. GOVERNOR JOHN H. TRUMBULL 
..Former GOVERNOR CARY A. HARDEE 
. .GOVERNOR L. G. HARDMAN 
.. GOVERNOR H. C. BALDRIDGE 
.GOVERNOR Louis L. EMMERSON 
GOVERNOR Harry G. LESLIE 
.GOVERNOR JOHN HAMMILL 
GOVERNOR W. T. GARDINER and Former 
GOVERNOR F. W. PLAISTED 
WRSRRC RUBETTS, 6.65.0 soo 5 ac se ose JOHN W. GAIGIS, representing Gov- 
ERNOR FRANK G. ALLEN 
MCI. oo 5c os ales sinere aw ereea ens GOVERNOR THEODORE CHRISTIANSON 
MIssouri .GOVERNOR HENRY S. CAULFIELD 
BIONTANA....s:0.0.0 3% wee GOVERNOR J. E. ERICKSON 
NEBRASKA....... sees -GOVERNOR ARTHUR J. WEAVER 

GOVERNOR FRED D. BALZAR 
..GOVERNOR FRANKLIN D. ROOSEVELT 

LIEUTENANT GOVERNOR J. T. BROWN, 

representing GOVERNOR M. Y. COOPER 
. .GOVERNOR GEORGE F. SHAFER 
.LIEUTENANT GOVERNOR ARTHUR H. 
JAMES, representing GOVERNOR 
JOHN S. FISHER 
GOVERNOR NORMAN S. CASE 
GOVERNOR GEORGE H. DERN, Former 
GOVERNOR CHARLES R. MABEE 
. GOVERNOR JOHN G. POLLARD 
.GOVERNOR WILLIAM G. CONLEY 
GOVERNOR FRANK C. EMERSON 


CHAIRMAN DERN: Are there any other representatives present whose 


names have been missed? If so, they can be turned into the Secretary 
afterward. 


NortH DAKOTA.... 
PENNSYLVANIA 


WYOMING.... 


Welcome of Utah Is Extended to Governors 


It has become a tradition of the Governors’ Conference that the Chairman 
of the Executive Committee shall preside at the opening session. Another 
unbroken tradition is that the host Governor shall deliver an address of 
welcome. 

The trend of the time * business is toward mergers, and the Governors’ 
Conference, in order to be up to date, has effected a temporary merger of 
its own, as a result of which I happen to be both Chairman of the Executive 
Committee and host. Governor. It, therefore, seems to be up to me as 
Chairman to introduce myself as Governor of Utah for the welcome address. 

It is a task that I essay with unalloyed pleasure. Many national organiza- 
tions have held their conventions here, but we have not had the privilege 
of entertaining so distinguished a group as this since the Governors’ Con- 
ference met here in 19]9. 

The people of Utah appreciate the honor that you have shown them by 
holding this Conference in Salt Lake City, and they desire to manifest 
their gratitude and good will not merely by the few words that the Mayor 
and I may speak, but also and much more by such acts of hospitality as 
may be pleasing to you. It will make us happy if you will help us divine 
your wishes while you are our guests, that we may have the joy of gratifying 
them. 

My wife and I attended the Governors’ Conference at Cheyenne, Macki- 
nac Island, New Orleans, and New London. Each time we were the recipi- 
ents of more kindness than we can ever hope to repay. The friendships 
we formed and the scenes we viewed have ever since been a source of re- 
newed delight. 

Do vou remember what Wordsworth wrote after he had seen the daffodils? 


“I gazed—and gazed, but little thought 
What wealth the show to me had brought. 
For oft, when on my couch I lie 

In vacant or in pensive mood 
They flash upon that inward eye 
Which is the bliss of solitude; 
And then my heart with pleasure fills, 
And dances with the daffodils.” 


So our hearts fill with pleasure when we remember the hospitality of our 
gracious hosts of Wyoming, Michigan, Louisiana, and Connecticut. 

Moreover, we have gained a better appreciation of the greatness of our 
country, of the variety of its resources and industries, of the character 
and charm of the people of the various sections, of the advantages they 
enjoy and the obstacles they have overcome. We have learned that the 
beautiful places and the interesting things are not all in one State, but 
that wherever we go there is inspiration. 


Greetings on Behalf of Western States 


Since we are so deeply indebted to our hosts of other years, we are thank- 
ful for the present opportunity to reciprocate in some small measure. We 
are glad that you have come to see Utah sights and meet Utah people. We 
hope that by the time your visit comes to an end you will understand why 
our State song is: “Utah, We Love Thee.” 

Your visit here is not a compliment to Utah alone, but the Far West as 
a whole, and I trust that the Governors of all the States west of the Rocky 
Mountains will accept me as their spokesman for the moment and let me 


.--Saxiniheic behalf that weunitedx svelcome wou... s---- ee sece sees 


All of the Western States have similar conditions and common problems 
and we want you to understand us better. One of the chief benefits that 
a Governor derives from attending the Governors’ Conference is to see 
and know his country and to learn how the people of other States live. 

A few years ago an Eastern agency, at the request of the Yosemite Park 
Company, made a survey of one hundred representative men from New 
York City, Boston, and Philadelphia, which showed that ninety-seven had 
been to Europe; twenty-eight had been to Europe two or more ‘times; four 
only had been west of the Mississippi River. 

And yet those one hundred easterners would probably feel aggrieved if 
we were to accuse them of provincialism and tell them they have no right 


to speak for America because they have never seen it and don’t know what 
it looks like. 


Delights of Travel and Benefits of Vacation 


It_seems to be one of the instincts of every normal human being to want 
to travel We all like to take a trip and see the sights. People will work 
hard the year ’round to save enough money to take a vacation. 

The strenuous life is an American characteristic. In other countries 
there may be time for leisure and ease, so that rest and recreation come 
along from day to day with work and business. 

But in this great land of hustle it is not good form to take it easy. 
Everything is rush and excitement, and there is an incessant drain upon 
one’s nervous energy. This habit results in colossal achievement, and has 
made the United States a great Nation in a short time. 


But we have begun to learn that the human machine is like any other 
machine—it must be laid up for repairs and overhauling once in a while 
in order to keep it in first-class running condition. 

Experience has shown that the best way to repair fatigued bodies, frayed 
nerves and ragged dispositions is to knock off work for a while and take 
a vacation. Vacations, therefore, have a utilitarian value as health pre- 
servers; and anything that preserves public health is a public asset. 

The vacation has consequently come to take its place as one of the most 
cherished American institutions, because it protects the constitution; and 
we are all strong for the constitution these days—whether it be the Consti- 
tution of the United States or the constitution of the individual American 
citizen. 

Since we have learned that it is not a sin to take a vacation once a year 
we have also begun to learn that there is something in life that is worth 
striving for besides making money, namely, seeing and appreciating the 
beauties of Nature. True joy of living is found in the great out-of-doors. 


“Tf thou art worn and hard beset 
With sorrows that thou wouldst forget, 

If thou wouldst read a lesson that will keep 

Thy heart from fainting and thy soul from sleep, 
Go to the woods and hills! No tears 
Dim the sweet look that Nature wears.” 

The great playgrounds of America, where one can 
“Go forth under the open sky 
And list to Nature’s teachings,” 


are scattered from Maine to Washington and from Florida to California, 
Among the most impressive are the National Parks in the mountains of the 
West. 

Increasing thousands are enjoying them every year; but, as indicated in 
the statistics I gave a moment ago about the one hundred Eastern men, 
many more thousands of American tourists are overrunning Europe and 
are turning loose a flood of American dollars which is doing more than any- 
thing else to put the nations that were desolated and bankrupted by the war 
back on their feet. The money that American tourists spend over there is 
easy money,.and it spells prosperity to the countries in which Americans 
travel. 

Tourists, of course, are interested in a lot of things, but there is nothing 
that interests and delights them more than scenery. And you don’t hav2 
to go to Europe for beautiful scenery. 

Western America is unexcelled in its scenic attractiveness. And so a 
Utah citizen, a native of Virginia, who had learned to know and love the 
majesty of the trans-Rocky Mountain country, coined the phrase: 

“See Europe if you will; but see America first.” 


We preach the doctrine of “See America First,” and we hope that whén 
you get back home the spirit will move you to preach it, too. It is good 
American doctrine. 


Scenic Attractions of Utah Described 


I forbear from making you a Chamber of Commerce boost speech or even 
cataloguing Utah’s resources, industries and attractions. I assume that 
you will find other ways to get information of this kind about our State. It 
may, however, be helpful if I refer very briefly to’a few fundamentals of 
the physical geography. 

The territory lying between the Rocky Mountains and the Sierra Nevada 
Mountains is known as the Great Basin. This basin, of which Utah is a part, 
is a relatively high plateau region, the altitude of Salt Lake City being 
4,250 feet. 

Traversing the Great Basin north and’ south is a series of mountain ranges 
known as the Basin Ranges. The most important of these is the lofty, snow- 
capped Wasatch, which lies on the east side of Salt Lake Valley. On the 
west side of the Valley are the Oquirrh Mountains, in which is situated the 
mining camp of Bingham, which we shall visit tomorrow when we go to the 
mine of the Utah Copper Company. 

In a previous geological age most of Utah and parts of Idaho, Wyoming, 
and Nevada were covered by a great lake named Lake Bonneville, the beach 
lines of which are still conspicuous on both sides of the valley and will be 
pointed out to you. 

There was apparently at one time a catastrophic dam failure at the north 


=~-2nd.of ake Eonneville, so that most of the water ran out. “All that is left 


os ee 
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of it in this part of the State is Great Salt Lake, just west of us, and Utah 
Lake, in the next county to the south. 

Utah Lake is a fresh-water lake fed by mountain streams, its outlet being 
the Jordan River, which flows into Gfeat Salt Lake. The latter, having no 
outlet, is salty, and tomorrow night it will give you a new experience in 
bathing when you bob around on its surface like a cork. The water con- 
tains twenty-two per cent salt, or seven times as much as ocean water. 

Agriculture in Utah is earried on by irrigation, except in a few sections 
where wheat can be grown without irrigation. Every tree and lawn and 
field and orchard that you shall see while you are here owes its growth and 
greenness to water artificially applied. 

The irrigation ditches are the State’s arteries, and the irrigation water 
is its lifeblood. The snow which falls upon the mountains in the Winter 
and melts in the Summer furnishes the water for our crops; hence a snowy 
Winter is always welcome, whilst a Winter of light snowfall is cause for 
alarm. 

Farming, Stock-Raising and Mining Industries 

Only a small percentage of the State is cultivated, owing to the limited 
supply of irrigation water. The remainder of the State is adapted to stock 
raising, the mountains furnishing Summer grazing and the valleys Winter 
grazing for vast herds of sheep and cattle. 

Utah is richly endowed with minerals. and we have extensive mines of 
silver, lead, copper, zinc, iron, and coal. In fact, Utah is one of the most 
important metal mining States. 

If this sketchy outline will aid you in your observations during the ensu- 
ing week, or help you to ask questions, I am sure every person you meet 
will be glad to elaborate on any point that may be interesting to you. 

And so once more, my” good friends, the people of Utah welcome you 
with open arms. It shall be our purpose to make your’ stay among us seo 
pleasant that you will all be glad you came. 

While you are here as guests of the State of Utah, the first three days 
of your sojourn will be in Salt Lake City, the capital and metropolis ef the 
State. I have asked the city to add its greeting to that of the State, anc 
for that purpose I introduce Mayor John F. Bowman (applayse). 


Greeting From Mayor of Salt Lake City 


Mayor JOHN F. BOWMAN: In the words of the immortal Teddy Roosevelt, 
I want to say we are delighted to have you Governors and your fine ladies 
here. We are delighted to have his illustrious name represented here by 
the Governor of New York, and also all the Governors and representatives. 

You might be interested in knowing one or two facts about Salt Lake 
City. You will probably learn them before you leave here. I should like 
to mention one or two. : 

Salt Lake City was founded in 1847 by a band of pioneers that traveled 
from the Missouri River westward over a stretch of about 1,000 miles of 
desert and mountains at that time, and established themselves here, arriving 
here on the twenty-third of July, 1847. 

When that grqup of founders landed here, on the first day of their ar- 

' yival—I think it was on the twenty-third of July, 1847—they turned the 
waters from one of these creeks that runs into the valley—City Creek 
Canon—onto the land, which was so hard it could not be cultivated at that 
time, and wet that land for the purpose of plowing it. 

They turned the water out onto the parched land, which was a desert at 
that time. There was nothing in this valley at that time but sagebrush and 
thistle and sands. \ 

These streams, running through the valleys, were fringed with cotton- 
woods and willows; some few cedars were on the slopes this side of the 
valley. But this was a vast desert at that time and was Mexican territory 
at the time these founders came into this city on that day. 

The turning of that water onto the land on that twenty-third or twenty- 
fourth day of July, 1847, as we understand it here, was the beginning of 
irrigation by the white people of America. Irrigation had been used by 
the Indians prior to that time in this Western country, but the white people 
used it for the first time on that occasion, as I understand it. 


So that is one great contribution which came from the early founders 


of this Western country to the Nation at large, and especially the westeru: 
part of the Nation that is so interested in irrigation and in reclamation, 
and which is so dependent upon water irrigation for the purpose of raising 
their crops. 


Desert Made to Bloom by Irrigation Projects 


These beautiful valleys you see here, this great Salt Lake Valley anc 
the other valleys you. passed through and will pass through while you are 
here in Utah and in this Western country—that holds true pretty largely 
of the surrounding States—are beautiful almost entirely because of the 
principle of irrigation which has been adopted here. 

They would be desert lands, very largely, without the principle of irriga- 
tion which I have indicated is used here to make them fertile and beautiful. 

Here in Salt Lake City in 1850—that does not seem a long time back. 
compared with the age of.the States which a great many of you Governors 
-and you ladies represent here; but it is a long way back in speaking of 
Western States and the western part of the United States—we establishd 
a university. 5 : 

You will find it on the east bench. You have probably been there already 

The University of Utah at that time was known as the University otf 
Deseret, which I guess was the only university established in this Western 
country—west of the Mississippi River—at that time. That will give you 
a picture of just about what the condition of this Western country was 
when Sait Lake City was founded in 1847. » 

At that time Denver, Omaha, Kansas City, Seattle, and the rest of these 
great cities on the west were not established. San Francisco had a colony 
of Mexican shanties down there at that time. 

But Salt Lake City had been established as a city. Even in 1860, ten 
years later, when Denver was founded, Salt Lake City was the largest 
city west of the Mississippi River. 

It has not grown as large as many of the other cities in the West—as 
large in size; but you will find Salt Lake City, I am sure, while you are here. 
just as fine in quality and in the standards of its citizenship as you will 
find in any city you have visited or will visit in America. So we have held 
up our standards. 


Salt Lake Theater Built, Before Civil War 
Here is something that will probably be interesting to you: In 1860 the 


Salt Lake Theater was built ’way out in the desert, about 1,000 miles 
from civilization. There was no railroad. 


At that time the Salt Lake Theater was one of the largest and finest the-_ 


aters in the United States. At the time of its destruction, its dismantling 
and razing, about two or three years ago, it was one of the oldest theaters in 
the United States. ; 

To that theater came the greatest actors from Great Britain and othe: 
places. They crossed the plains in stage coaches to play in that great 
temple of amusement in the desert, in the wilderness. 

The culture which prompted that in the early days has carried on down 
to this time, we think. We pride ourselves in the cultural interests and 
developments which have attached and have always been encouraged here in 
Salt Lake City and the surrounding cities in this Rocky Mountain country. 

The pioneers who founded this city spent a good deal of time in develop- 
ing the agricultural interests of this part of the country. They sent out 
colonies all through the mountains here. 

You will visit a lot of them in your trip to the, parks, and you will see 
the cities—many of them founded by these colonies—and the scheme oi 
colonization used by the early founders—beautiful little valleys, beautiful 
little cities with an interesting type of organization. : 

You will be intensely interested in the things you see as you go down 
into the Southern parks and down to the Grand Canyon in Arizona. You 


will be tremendously interested in the things you will see there and the 
spirit of those communities. 

Following the early founders who developed the agricultural interests, 
livestock and other interests along that line, came the great pioneers whe 
developed our mines, our great mining industry—one of our leading indus- 
tries, if not our leading +ndustry, here in this part of the country. 

_ You will see what those great pioneers have accomplished when ‘vou 
visit the Utah Copper Company and some of the greatest silver-lead mines 
in the world, which are near here, if you have an opportunity to see them 
So we have gone on in that way. . 


Capital of Utah City of Home-owners 

Salt Lake City and the surrounding country here is largely a city of 
home-owners. There are about 40,000 homes in this Salt Lake Valley— 
Greater Salt Lake. Nearly 48 per cent of those homes are owned by their 
occupants. 
There are only twelve States in the Union that have a better record than 
that. We pride ourselves in that. 

People are interested in building homes and in the ownership of homes 
and in all of the fine things that homes stand for, realizing that the home 
after all, is the foundation of the Nation. d 

There are many things that I might say about Salt Lake City and its 
environs that you will see. You will have the oppotunity of inquiring about 
them as you go through the State. 

There is one thing I want to say to this great organized group—which is 
becoming organized more strongly each year into one of our greatest and 
most powerful organized groups in the Unifed States. I think a great 
group like this, the Conference of Governors, can make one of the finest 
contributions to the Nation of any organized group in the Nation. 

I think the Conferenée of Governors-can very largely difect the thought 
of the Nation. There is one thing that I should like to suggest that the 
Governors undertake to do; theysno doubt are doing it. 

. There has been a tremendous let-down in law enforcement in the Nation 
in the past several years. 1] am not speaking of any particular thing, but 
in every way. 

This body is largely made up of lawyers, as I have noticed in reading 
over the Who’s Who articles on the Governors. Lawyers and engineers 
make fine Governors and fine Mayors (laughter). 

But this great group should attack this tremendous problem which is 
confronting the Nation. In many cities all over this land we become redder 
than what we commonly speak of as “red’’ Russia. 

Our prisons are bulging with their human freight. 
running up into the billions of dollars. 
better each year. 

So I can think of nothing that a great organization like the Governors’ 
Conference can attack—by which they could render a greater contribution 
to the Nation—than to attack this tendency to lawlessness all over the land 
and work out a constructive program to check it, to curb it, and to lessen it. 


The cost of this is 
It amounts to $16,000,000,006 or 


Support Urged for Executive Authority 


I should like to see this organization support to a greater degree our 
great people who are carrying the responsibilities of the Nation—our Presi- 
dent, whether Republiean or Democrat—that should not enter into the 
thing at all. 

There is a tendency in the Nation today to undermine people, no matter 
how high you go—you can go as high as the President of the United 
States. While we have a President of the United States, ladies and gentle- 
men, I think it the business of the people of the United States to support 
that President whole-heartedly (applause). 

When the people of the United States nominate one of your members who- 
may not be of my party—and I think that member is in this Conference 
sede —I expect to see that man nominated for President of the United 
States. 

If he is successful in the election he will make one of our great Presidents 
of the United States. When he is successful, if he is successful in that 
venture, I hope that the people of the United States will go back of him 
one hundred per cent, as we think they ought to go back of President 
Herbert Hoover at this time (applause). 

I should not say anything further at this time. We are delighted to have 
you here. The city holds itself ready to.do anything within its power to 
make your visit here in our city enjoyable, and we hope your convention 
wilt be successful (applause). 

CHAIRMAN DERN: The response to the address of welcome will be de- 
livered by Governor Louis L. Emmerson of Illinois (applause). 


Appreciation of Hospitality of State” 

Hon. Louis L. EMMERSON: His Excellency, @overnor Dern, Mr. Mayor, 
Ladies and Gentlemen of the Conference: 

It seems hardly fair that on a few moment’s notice a resident of the 
industrial and agricultural State of Illinois should be called upon to reply 
to this most hospitable welcome on the part of the distinguished chief 
executive of Utah and the Mayor of this great city, when I note on the 
program that the Governor of Florida is billed for the response. 

You know, we are told that Utah furnishes us sunshine and cool weather 
in the Summertime. Florida gives us hot air, Spanish architecture and jots 
in the Winter (laughter). 

It seems to me that no more expression of appreciation upon the part 
of those who are here assembled could be made than is made by the splendid 
attendance in Salt Lake at this time. : 

This is my first opportunity to attend a Governors’ Conference. Last 
vear I was unable to be present. But I recall with much interest that six 
or seven years ago, as secretary of state from Illinois, I attended a confer- 
ence of secretaries here in Salt Lake. 

You gave us at that time a thorough welcome. You gave us that hearty 
hospitality that is found in many parts of the United States, but never 
exceeded anywhere more than is found in the Western country. 

I never drop down into the valley here but I think of the visién of the 
men who settled this part of the country in the early days. Naturally we 
in Illinois feel some interest in Utah, because a part of your pioneer settlers 
came from the little village of Nauvoo, on the Mississippi River, almost a 
century ago and started across the desert waste to found this garden spot 
of the United States. Men with vision have been the individuals who 
nave accomplished things all through the history of the world. 

I recall a few days before the death of that great Secretary of War— 
whom I was proud to call my friend—Secretary Good, I listened to an ad- 
dress in which he was trying to show that every good thing that had 
come to us in life—every great invention, every great discovery—had come 
from the dream of some man or woman who might have been thought an 
optimist. And he told me a story that I thought was illustrative of That 
position. 

Irresistible March of Industrial Progress 

In the mountains of the western Carolinas and eastern .Tennessee and 
Kentucky lived perhaps what is as pure a strain of American blood as can 
be found anywhere in the United States. Going in there at an early day 
from the New England country, they have lived as communities to them- 
selves; mingled little, and married none with the outer world. 

In one of these little rural egmmunities consisting of two country stores, 
or a blacksmith.shop and a doctor shop, there liyed an old man who had 
never been outside of the county. It had never been his privilege to go to 
the greater town down in the valley, sixty miles away. 

There was discovered in the mountains above this little village a vein 
of ore. The story came up in the village that a railroad was to be con- 
structed up the valley to carry out that ore. The old man heard this story. 
With pessimism, he said: “They never build her; they'll never build her.” 

After a while the surveyors came along and drove the stakes preparatoiy 
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to the construction crew. The old man looked at the surveying party and 
ominously shook his head, and said: ‘‘They’ll never build her; theyll never 
build her.” 

Aiter a while the construction gang came, and the old. man was ill for 
two months, and during his illness they threw up the grades and the bridges. 

After a while his grandson came in and said: “Granddad, there is a great 
big steam engine down on the steel rails by the Joneses store.” The old 
man took his hat and cane, lighted his pipe, and hobbled down to the road 
to see this great monster of steel which he had heard about but which 
he had never seen. 

He looked it over in astonishment and amazement and said: 
start her; they'll never start her.” ‘ 

After a while a fireman came along. He put fire into the boiler, and 
presently smoke belched forth from the flue, and the steam popped off. The 
= man still shook his head: “They’ll never start her; they'll never start 

er. 

Then a man in greasy overalls came with a long-spouted oil can, touching 
the viling places here and there. The old man still shook his head. But 
when the engineer ascended into the cab and pulled the lever, the old engine 
started to push the empty freight cars that carried in the ‘loa ud the night 
before down the hill. 

The old man’s eyes widened and he said: 
theyll never stop her’? (laughter). 


“They'll never 


“By gum, they'll never step her; 


Spirit of Optimism of Pioneer Settlers 


- Your ancestry and those who came into this wonderful valley had 
that spirit of optimism. They had the vision that is in evidence on ail 
sides today. -We are here to join with you of Utah and of the West in 
hearty congratulation. We have come to this playground, as you call it, 
to have a good time. 

We can't go to Florida, you know, in the Summertime, as much as 
Governor Hardee might want us down there. But we know you are going 
to give us a good time. We know that out of this Conference will come 
many things of worth-while value to all of us. 

On behalf of the States of Florida and Illinois, we thank you fer the hos- 
pitality vou have evidenced (applause). 

CHAIRMAN DERN: The invocation will be offered by the Rev. Alwyn E. 
Butcher. 

Rev. ALWYN E. ButTcuer: Let us pray. 

Almighty God, Creator of the world, Inspirer and Guide of men, whom 
we dimly apprehend and never fully comprehend; to whom we ascribe ail 
goodness and the loving Fatherhood of mankind, we come at the beginning 
of this Governonrs’ Conference into Thy presence conscious'of the sacred 
trust committed to us by Thy children of these United States. We would 
be faithful to that trust. 

Guard and guide the President of our country in his high and sacred 
office. May these gathered now before Thee truly assist him in the gov- 
erning of all the people. 

Assist us by Thy mercy to banish all self-seeking and partisan designs. 
Hold ever before us the responsibility and opportunity of our office. O, 
thou fountain of light, flood our minds with Thy radiance. Brood over this 
Conference with*Thy holy spirit, and as we look over the vast field of our 
work let us feel the challenge of Thy call. 

May the associations with each other and the cooperation of our best 
intent make each one a wider channel of usfulness to the people we are 
called upon the lead. Give to each an open mind and a loyal heart. 

May no sickness or ill mar this gathering, and at last, having served * 
people well, and so served Thee well, give to us the reward of a os 
conscience. 

In Thy name do we open this Conference. For the glory and betterment 
of Thy children do we conduct it, and with the honest endeavor to be an 
example of righteousness to the whole world. 

God be with us and with all who are near and dear to us. 
the satisfaction of a clean heart, and give to us and to all Thy children 
peace now and forever. Amen. 


Give 


Restrictions on Powers Vested an Governers 


CHAIRMAN DERN: Having disposed of the preliminary ceremonies, the 
first item of business on this morning’s program is the report of the Chair- 
man of the Exeeutive Committee. In some societies this would be the place 
for the presidential address, but I shall not undertake anything so Tormal 
or pretentious. 

The underlying purpose of the Governors’ Conference, of ‘course, is to 
furnish each Governor information that shall make him more efficient in 
the discharge of his own official duties. 

The Governor of an American State is its chief executive ‘officer. In the 
mind of the average citizen the Governor is to a State what the President 
is to the United States; but in most of the States this is not the true situ- 
ation. 

In Utah, for example, there are five elective executive State officers be- 
sides the Governor. Each of these is directly responsible to the people, and 
is subject to only a very general, if not vague, supervision by the Gov- 
ernor. It might also be said that we have six Governors instead of one. 

In the Federal Government. of course, the President is tle only elective 
executive officer, and all the rest are appointed by him and removable by him; 
hence he has complete control of the entire Executive Department. 

In other respects, too, the legal authority of the Governor is’ hedged about 
and restricted. This is a remnant of the sentiment that had grown up 
before the Revolution, when the conflicts between the Colonial executives 
and legislatures created a deep prejudice against the exercise of executive 
authority. 

Although the reason for making the governorship weak and inefficient 
long ayo, disappeared the prejudice stilt persists, and the people are still 
afraid of “one-man power. 

In the opinion of some students, this curtailment of executive authority 
has not only rendered State governments less efficient than the National 
Government, but it has made the office of Governor less attractive to men 
of capacity than it would be if it gave the incumbent a freer hand to carry 
out his policies. ; 

The Governor who rises above mediocrity therefore does so through 
sheer ability, strength of character and commanding personality 3 rather 
than through the powers inherent in his office. The workman who is to 
be admired is he who contrives to get results with the tools that are avail- 
able to him, and not he who whines and excuses his failures because of 
his handicaps. 


Comparative Distinctions in Public Service 


If the Governor occupied the same position in a State that the President 
occupies in the Nation, his office would certainly be considered more 
exalted than the office of United States Senator. 

To be the real executive of a sovereign State ought to be a higher honor 
than to be a member of the National Legislature, especially when we 
remember that each State has two Senators but only one Governor, and 
that a Governor may appoint a Senator but a Senator cannot appoint a 
Governor. f 

In my own judgment, despite the limitations of the Governor’s office it 
is in no wise inferior to the Senatorship. The Governor is closer to his 
constituents and the affairs with which he is concerned usually affect the 
daily lives and well-being of the people more directly than do the meas- 
ures that come before the Congress. 

- Tariffs and international relations occasionally become’ of critical im- 
portance, but such State functions as protection of life.and property, 
education, highways, bridges, public health, public morality, social justice 
as excmplified in the enactment-and administration of labor laws, laws to 
regulate the charges of publie utilities and laws to regulate'banking and 
insurance directly reach every citizen every day. 

The Governor not only has a large share in the administration of these 


laws, but through the power of recommendation and the power of veto he 
has an important part in their enactment. 

The Governor is therefore expected to have an intimate knowledge of a 
vast number of important public questions. Usually when he comes into 
office he knows very little about any of them, and after he has been in 
office a while he concludes that he knows less. 


He is therefore constantly seeking information. When a new problem 
comes before him he wonders how other States have met it, but he has no 
way to find out. 


The Governors’ Conference was founded largely for the purpose of 
supplying him such information. At these conferences he hears the Gov- 
ernors of other States relate their experiences and he picks up new ideas 
which he takes home with him and applies to his own problems. 


The Governass’ Conference has therefore been educational and stimu- 
lating to its members, and it has made a notable contribution to the effi- 
ciency of State executive departments. It is noteworthy that a Governor 
who has once attended the Conference is seldom absent thereafter, for he 
feels that he cannot afford to miss a session. 

The money that a State pays for Governors’ Conference dues and for 
the expenses of its Governor in attending is an investment that pays gen- 
erous dividends. 


Need of Permanent Set-Up for Conference 

Notwithstanding the good work done by the Conference and the benefits 
derived by its members, there has been a sentiment that it could be made 
still more useful. 

Sometimes the subjects on the program are not the subjects that are 
troubling an individual Governor at that particular time. Sometimes he 
needs definite information on a certain subject between conferences. 

Hence there has arisen a desire for a place to whith a Governor may 
write at any time for data on any subject. 

This idea was first Taid before the Governors’ Conference last year at 
New London by Mr. David Lawrence. Subsequently I received a letter on 
the subject from former Governor Frank O. Lowden, of Illinois. 

Through him I learned that Dr. Charles E. Merriam, of the Department 
of Political Science of the University of Chicago, was the originator of 
the plan. On my way to the Executive Committee meeting at Annapolis 
last Spring I stopped at Chicago to confer with Dr. Merriam, but as he 
was out of the city I discussed the subject with his associate, Mr. Leonard 
D. White. 

By appointment, Mr. Lawrence and Mr. White met with the Executive 
Committee at Annapolis, and the plan was carefully considered. We were 
informed that one of the National Foundations was ready and willing to 
finance a set-up for the proposed permanent secretariat for a sufficient 
period to enable it to demonstrate its value. Eventually, or after a few 
years, the States would be expected to assume the expense. 

We were given the most positive assurance that those who were advo- 
cating the scheme had no interest except the improvement of State gov- 
ernment; that there would not be the slightest attempt to influence the 
Conference or its members for or against any particular project, policy or 
idea; and that the Conference would remain as, free from control or out- 
side interference as it is now. 

The Executive Committee, after due deliberation, did not care to assume 
the responsibility of making a decision without specific authority from the 
body of the Conference. It therefore adopted the following resolution: 

**RESOLVED, That the Executive Committée of the Governors’ Conference 
recommends that the Governors’ Conference provide for a Permanent 
Administrative Committee to act as a research and service organization 
and as a fact-finding body to furnish any information on public questions 
which may be from time to time required by the State governments or 
their various branches, departments or bureaus, and the administrative 
set-up, the financing and all other details connected with such Permanent 
Administrative Committee, shall be determined by the Governors’ Con- 
terence or under its directions.” 


Procedure Adopted for Conference Explained 

I lay the matter before you at this time so that you may have the opportu- 
nity to consider it and to discuss it informally among yourselves between 
now and the Executive Session Wednesday afternoon, when it will be 
called up for such action as the Conference may wish to take. Both Mr. 
Lawrence and Mr. White are here with us and will be available for con- 
sultation at the Executive Session or in the interim. 

For the information of Governors who have not attended before may I 
repeat that the Governors’ Conference never adopts any resolution. We 
are here only for a free interchange of ideas and not to bind any of our 
members. 

I shall not take time to refer at greater length to the manner in which 
the Conference is conducted. However, I may state that in consequence 
of the sentiment at last vear’s conference that not enough time had been 
allowed for general discussion, this year’s program has been made more 
venerous in that respect. 

If the members do not avail themselves of the opportunity for a more 
extensive interchange of views on the assigned topics, it will be in order 
tor any Governor who so desires to present and discuss other subjects. 

If you are content to accept this as the report on behalf of the Exec- 

tive Committee we shall now proceed with the formal program (ap- 
plause). 

Before proceeding with the program, may I make one or two anneunce- 
ments? 

I want to explain that we have received a large number of requests 
Trom individuals and organizations asking for opportunities to appear 
before the Conference in behalf of some particular project or movement. 
We have, of course, uniformly replied to them that the Conference is not 
an open forum to which the general public is invited, except as spectators, 
but that it has a definite program prepared by its Executive Committee, 
and that it is not inorder to discuss any subjects that are not on the 
program and that have not been authorized by the Executive Committee. 

Hence, we have uniformly declined to open the Conference to outsiders 
to participate and take up the time which is needed for the proper dis- 
cussion of the subjects on the program by the members of the Conference 
themselves. 

I should like to announce at this time that, after the conclusion of the 
Conference in Salt Lake City, the Governors and their parties will be the 
suests of the State of Utah on a post-convention tour, and that tour prom- 
ises to be of unusual interest. I hope none of you will fail to take advan- 
tage of the opportunity—for we think it is a real opportunity—to take in 
some of the finest trips in the country. 


Program for Post-Convention Tour 

We leave here Wednesday night over the Union Pacific Railroad, arriv- 
ing at Cedar City the next morning, and take buses to Zion National Park, 
arriving there about noon. We remain there that afternoon and night, 
having a session in the afternoon and a program in the evening. 

The next morning after breakfast we dedicate the Zion-Mount Carmel 
highway, which is pronounced by the Federal Bureau of Roads to be the 
most remarkable highway ever built in the world, and over. a mile long. 
And part of the program of this Conference is to participate in the dedi- 
cation of that wonderful highway. 

We then proceed to the Grand Canyon of the Colorado, arriving there 
in the evening. We expect to have a little Fourth of July celebration that 
evening, Governor Phillips of Arizona presiding, because we shall, for the 
time being, be in his State. 

The next day, after viewing the canyon, we go to Bryce National Park, 
which many people think is. the finest sight on the globe. We remain 
there that afternoon and night, and the next day return to Cedar C ity by 
way of Cedar Breaks and Cedar Canyon, another very wonderful trip. 
At Cedar City we take trains either back to Salt Lake City or to Cali- 
fornia, if any of the. party desire to go in that direction. 


The first subject is ‘Unemployment and Old Age Pensions,” and surely 
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no topic could be more timely, when the unemployment situation is so 
acute throughout the country. It is a condition that affects every State, 
and hence reaches every Governor. 

Not long ago we had the comforting assurance that poverty had almost 
been abolished in this country. One little effort more and it would be 
done. But the millenium did not come, and now we are in the depths of 
another terrifying period of depression, with millions of strong, able- 
bodied men, ready, willing and anxious to work, walking the streets 
hungry, their families destitute because there are no jobs. 

It is the disgrace of our civilization, We may rave about Bolshevism 
all we please, but if our industrial system does not do something to 
alleviate this social injustice we are headed for trouble. 


America’s industrial supremacy is largely the result of her mechaniza- 
tion of industry. In this age of invention thousands of machines have 
been devised, every one of them to save labor. 


If these machines helped the laborer they would'be an unmixed bless- 
ing; but the laborer does not own the machine; it owns him. If it does 
not throw him out of work it makes him a machine tender, and when the 
machine stops he is out of employment. Credit goes, and then comes want 
and famished wife and children. 

3y means of our mechanical production we can produce enough to flood 
the world, and yet, with all this power to create, there are millions in 
abject poverty. Granaries are bursting while gaunt famine is looking in 
at the doors of the poor. Millions of everything and yet millions wanting 
everything and having substantially nothing. There has arisen a contest 
between machines and men, and if extravagance does not keep pace with 
ingenuity what is going to happen? 

They say new labor-saving machines create new jobs. Often they do, 
but sometimes they do not. I have heard of a machine called the electric 
eye which sorts as many cigars as forty girls could sort, amd does it more 
accurately. Increased efficiency, of course, but it does mot increase the 
consumption of cigars and hence creates no new jobs for the forty girls 
it has thrown out of work. 

The movies and the talkies have brought about the collapse of the 
theater and the spoken drama has almost disappeared. Think of the 
actors, the musicians and the stage hands whose occupation is gouge, to 
say nothing of the loss of business to railroads, hotels, mewspapers, bill 
posters and others. 

Where are the new jobs for these people to fill? Ileave out of consid- 
eration the tragedy of the passing of an art that has delighted men since 
the most ancient times. 

I do not know whether the Governor of New York is going to discuss 
the subject from this angle or not. We all know, however, that he has a 
high sense of social justice, and that whatever he may Say will be said 
with a sympathetic understanding of the problem. 

I have the honor to present His Excellency, Franklin D. Roosevelt, 
Governor of New York, who will address the Conference on the subject, 
“Unemploymen{ and Old Age Pensions.” 


Unemployment and Old Age Insurance Ad vocated 


HON. FRANKLIN D. ROOSEVELT: Governor Dern, Gentlemen of the 
Conference: The Governor of Utah is wholly correct in stating that this 
is a very vital subject. Nevertheless, simce the subject was assigned to 
me I have been wondering if I could possibly find a more inappropriate 
group to speak to in regard to unemployment and old age pensions. 

Certainly, there is no class in the community that is more employed 
than Governors. We don’t even observe the eight-hour Gay or the_one- 
day-of-rest-in-seven law. 

Furthermore, judging by the looks of my colleagues, I Should say that 
the subject of old age pensions was many years in the future so far as 
you gentlemen are concerned. 

As to the subject itself, I have essayed the almost impossible task of 
putting into less than half an hour a review of social and economic prob- 
lems which affect vitally the whole range of present and future American 
civilization. The lives of about 90 per cent, or over, of our citizens—all 
those, in other words, who are not Governors or, millionaires, who have to 
work and do not live on investments—are concerned with the possibility 
of unemployment and the possibility of _ ae outside assistance in 
their old age. 

Up to the present the public has not isainenaniil itself greatly with find- 
ing a solution for the problem; first, because during this last 150 years as 
a young Nation untouched resources have been open to us all, and, sec- 
ondly, because what we might call the social scienees are still in their 
infancy, and until recently, the later years of the Republic, poverty and 
hunger and want to a great extent have been treated by our forbears as 
necessary and inevitable evils. 

It is necessary first to review existing Conditions in order to put down 
in black and white what we seek to remedy. I think we can and must 
think nationally, because every State and every region face today the same 
facts and are affected by conditions in every other State and region. 

A good illustration is an occurrence of last Autumn: When the auto- 
mobile industry out in Detroit, Mich, laid off several humdred thousand 
workers in local plants, 40,000 of those workers moved almost en masse 
into the State of New York looking for jobs—a mass movement nearly a 
third of the way across the continent. 


Changes in Occupation of American People 


In the days of our fathers, three-quarters of the population were en- 
gaged in farming and only one-quarter in imdustry. Today the figures are 
exactly reversed. 

In the old days, therefore, for the very obvious reason that the peaks 
and valleys of so-called prosperity did not throw the people on the farms 
out of work in the same measure as workers in factories, the unemploy- 
ment situation was not serious enough or lasting enough to be called a 
permanent problem. Today, however, because the Nation is so greatly 
industrialized, the closing down of even 10 per cent of imdustry at any 
one time is felt very definitely if every community inevery State. 

Personally, I must admit I differ fundamentally with some eminent 
gentlemen in public life who recently have tried to sell the Nation a 
wholly new economic theory, especially in the years 1928 and 1929. This 
theory, contrary to the teaching of all history, was that prosperity (in 
other words, constant work for everybody, men and women, everybody 
who were willing to work), that that kind of prosperity would continue 
indefinitely on a rising scale, just solong as high wages Continued, com- 
bined with a high pressure selling campaigen to dispose of the output. 

In other words, no matter how much or how great the output of manu- 
factured articles increased it was all to be bought and paid for if every- 
body was employed and earning yood wages. Thus, for example, if every 
family in the United States in 1930 owned one automobile and one radio 
set, by 1940 every family would need two cars and two radios, by 1950 
every family would need three cars and three radios, and so on, ad infini- 
tum—the older theory of a saturation poimt having been under this new 
theory wholly abandoned. 

Unfortunately, though, for some of our Washington friends, this new 
theory—that although a man cannot pull himself up by the boot-straps a 
Nation can—came a terrible cropper when™it bumped squarely into our 
old friend, the law of supply and demand. A serious disillusionment has 
resulted. 


Nation in Midst of Period of Depression 


We can wholly approve, of course, of the reassurance against panic 
which came from the conferences in the White House and the Nation's 
capital last Autumn; but on the other hamc many people, irrespective of 
politics, are sanely and soberly protesting today against the spectacle of 
officials of government and leading financiers juggling with figures in 
order deliberately to distort facts, 

For instance, when between 12 and 15 workers out of every 100 are out 
of a job in very many industries in this country, it is neither truthful nor 
pseful to tell those workers that employment is practically back to nor- 


mal, or that purely psychological reasons only stand in the way of a 100 
per cent output (applause). 

The truth of the matter is that we are in the midst of another turn of 
the wheel, the wheel in the economic cycle, and that production in most 
industries has vastly outrun consumption. To this domestic crisis as 
been added a distinct falling off im our exports to other Nations. 

To go into the reasons for this export problem would cause me to be 
accused of talking politics. Suffice it, therefore, for me to say that our 
present theory of the economic relationship between the United States, 
on the one hand, and other nations does not seem_to be an outstanding 
success from the point of view of our pocketbooks. 


Next we must consider the effect of the latest manufacturing and sell- 
ing processes. The result of so-called modern efficiency methods is that 
the top age of employment usefulmess is no longer from 65 to 70 years of 
age, but has dropped to from 45 to 50 years of age. 


Though the practice is happily not universal, a growing number of 
large employers are hiring, as we know, only young men and young 
women, and in times of reduction it is natural for them to let the older 
employes go first. This means that the old age problem, which only a 
few years ago was by common consent set at the 70-year mark, is today 
advanced to include thousands and hundreds cf thousands of, people who 
are stillin their fifties and sixties. 


To sum up the existing situation, we have a highly complex problem— 
a problem in which unemployment and old age want are becoming 
more and more imterwoven, where the remedy for one must take cogniz- 
ance of the other, where government aid must be thought out along scien- 
tific, economic lines and not be tossed out asa mere charity or as a result 
of political hysteria. 

Judging by the past and by the present, unemployment always will be 
with us as a Nation, carying, of course, with the economic cycles. Cer- 
tain steps and trends are being worked out in various sections and in 
various industries for the purpose of flattening out, at least partially, the 
peaks and the valleys. 

For example, im my judgment, the trend today in most parts of the 
United States is distinctly toward the five-day week. This seems to be 
coming slowly but rather definitely. It means the employment of more 
people, or, to put it in another way, at least the laying off of fewer people, 
xs does also the movement toward shorter hours of work per day. = 


Movement for Better Planning of Work 


Then, too, we have the movement toward better planning of work—the 
so-called Cincinnati System, for instance, which guarantees to the worker 
a definite period of work, say 48 weeks out of the year, for which he or 
she is hired. With this planning goes the staggering of work, the cooper- 
ation between different lines of imdustry, and the acceleration of publie 
and private construction in periods of depression. 

It is a fine thing that during the past six months practically every State 
sovernment has recognized the emerfency and taken some definite action. 
For instance, this year the legislature of.the State of New York gave me 
appropriations for $90,000,000 of public work, an increase of $20,000,000 
over the preceding’ year. So, also, the municipalities and counties of the 
State increased their total fourfold. 

That story holds true, 1 think, in every State of the Union. These mat- 
ters of public interest, especially the local ones, are emergency measures 
and cannot necessarily be counted on in future periods of unemploy- 
ment because of the simple fact thats as we all know, in every State of the 
Union the debts of cities, counties and other local government units have 
increased during these past few years to an alarming and perhaps a dan- 
serous extent; that they may not be able in the future to go on with the 
same rate of expenditures as in the past. 

More permanent remedies than these have beer undertaken in various 
parts of thecountry. For instance, in New York, a committee appointed 
by me, composed of four business men, a labor leader and the State Indus- 
trial Commissioner, has been doing splendid and permanent work during 
the past few months. 

Already they have consulted with over 200 large industrial concerns 
and we have established the principle of giving steadier work to their 
employes, steadier because of careful planning within the industries 
themselves. In all these studies and plans, however, we are confronted 
with a definite lack of statistics and fad¢ts. 

For instance, we know fairly accurately how many people in this coun- 
try are employed, but we know very inaccurately how many people are 
out of employment. Here is an immediate need for governmental and 
Private organizing in order that we may have the whole truth about the 
unemployment situation. 

The very recent announcement, for instance, from the Census Bureau 
in Washington, giving figures of umemployment over a definite area, has 
already been completely discredited, for the very simple reason that the 
figures given are wholly out of lime with known facts. 

Furthermore, imdustrial planning, while excellent in the case of larger 
employers who im many cases can make their output programs for a year 
or more in advance, is not s0 possible for the smaller employer or for the 
man who in his business handles only one line of goods. 


Irregular Recurrence of Periods of Depression ‘ 


I have come, therefore, to a concrete conclusion. Careful planning, 
shorter hours, more complete facts, public works and a dozen other pallia- 
tives will inthe future reduce unemployment especially in times of indus- 
trial depression; but all of these put together will not eliminate unem- 
ployment. 

There may, indeed, be periods in our future history when, for economie 
or political reasons, we may go through several years of hardship, one 
right on top of amother. ‘We shall have in those periods new—what we 
might call—“accidents” of employment, such as we have had in the past, 
to extend, for instance, the changes in styles, when, because of our lady 
friends, cotton goods were replaced by artificial silk ; such as the depres- 
sSion—we hope a temporary one—when, as another example, we had the 
depression in what used to be called the spoken drama with the advent 
of the movies and the talkies; when, for example, 20 or 25 years ago we 
had the advent of a new invention, the automobile, revolutionizing a 
large part of the industry.of the Nation. 

Something new in the way of a revolutionizing invention may come 
again in the next generation. Some of these great changes have been 
predictable; others have been unpredictable. 

Against them it seems to me that some form of insurance seems to be 
the only answer. Tnemployment imsurance we shall come to in this coun- 
try just as certainly as we have come to workmen’s compensation for 
industrial injury, just as certainly as we are today in the midst of a 
national wave of imsuring against old age want. 

Ninety per cent of unemployment is wholly without the fault of the 
worker, Other nations and other governments have undertaken various 
systems which insure their workers when unemployment comes. Why 
should we, inthe 48 States of our Union, fear te undertake the task? 


System of Insurance for Protection of Workers 


It is, of course, necessary for us to recognize and guard against two 
rave daigers, but there is no reason why proper study cannot give us 
the answer. 

Insurance agaimst unemployment must not by any chance or loophole 
become a mere dole—a hand-out from local or State governing agencies— 
a hand-out to encourage idleness and defeat its own purpose. It should 
be possible in developing a system of unemployment insurance, to draw a 
hard and fast line against any man or woman who declines to accept an 
offered position, and it should be possible so to alternate employment in 
times of stress so that no individual will be unable to find a job for more 
than two or three months at a time. 

The other social and governmental danger is that there will be a nat- 
ural tendency to pay the eost wholly of unemployment insurance out of 
current revenues of government. It is clear to me, first, that unemploy- 
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ment insurance must be placed upon.a sound actuarial basis just like 
any other insurance, and, secondly, the contribution to the insurance tund 
must not be limited to the State or national governments but must be 
shared, and probably also by the employers to a certain extent. : 

Ideally, a carefully worked out system of unemployment insurance 
should be self-supporting and a close and intelligent study ot the facts 
and of the law of averages can make this wholly possible. 

In regard to the sister subject that goes hand in hand—old age security 
against want—up to the present time most of us have been thinking ot 
old age insurance in terms of the very old and in terms of the old-fash- 
ioned almshouse, poorhouse, or county farm. 

Today, however, old age security logically and inevitably ties in with 
the whole problem of the unemployed. The reason is, first. that when old 
men and old women are no longer able to support themselves by working 
they come into the ranks of the unemployed just as much as if they were 
the victims of an industrial layoff. ; 

The only difference is that in the case of the old people their layoff is 
permanent rather than temporary. The other reason is the tendency of 
the speeded-up American industrial machine to decline to employ men 
and women who have merely reached middle age and have not vet reached 
real old age. ; 

It is, of course, inevitable that the problem must be worked out in a 
piecemeal manner. That is why there are 48 Governors in the United 
States. 

For example, the passage of the old age security law in the State of 
New York this year tackles only one short step towards the laryer prob- 
lem. Our new law in New York applies only to men and women 70 years 
old and over, but it is based on the correct theory that it is in the lon# run 
cheaper for the community and better for the old people themselves to 
live in their own homes during their declining years rather than for them 
to become inmates of institutions. 


Insurance Plan Adopted in New York State 


We as a Nation have begun to do everything possible to get away from 
the institutionalizing of the wards of the States. Nevertheless, the New 
York law has failed to go to the real roots of old age want. 

It has set up no machinery for the building up of what in time must 
become an insurance fund to which the State and the workers, and pos- 
sibly the employer, will contribute. The cost of the present law is to be 
borne half by the Stat® itself and half by the counties of the State. 

That may be very well as a stopgap to meet the emergency of those who 
are today in want, and it is estimated that in the State of New York only 
51,000 men and women in the whole State of New York will be affected by 
the present law. It is our hope, nevertheless, that we can make the appli- 
cation of the law far more broad in years to come but that in so doing we 
can get away definitely from the theory of mere State and mere county aid 
and that we shall establish a definite insurance system of which the 
worker will become a definite part as an individual the very first day that 
he or she starts to become a wage earner in the community. 

T have set forth in this brief review existing conditions which I believe 
must be met with no haphazard answers. That the broad principles of 
insurance can be made to meet the basic problem of unemployment and of 
old age want seems to me a business proposal which is sound. 


It would be far more radical, far more socialistic to suggest that local 
and State governments should, in the days to come, grant mere pensions 
or doles to those who are in need. Our economic processes, our economic 
tendencies call for businesslike plans to meet the difficulties of an indus- 
trial age. 

It is probable that different, States will seek to work out these problems 
in ways which differ in method. That is one of the great advantages of 
our system of 48 separate and distinct State sovereignties. 

I remember years ago when the famous historian, James Bryce, was 
ambassador to Washington. He was talking one night after dinner about 
the difference in our form of government from that of England or the 
European nations and he said: 

“How happy you are to have 48 States each an independent sovereignty. 
With us in Europe some fiew problem comes up and because we are not a 
federal nation we have to apply the solution, the experimental solution of 
that problem, to the nation as a whole all at one time. With you in 
America you have 48 methods of experimentation. 

“In some of your experiments success will not be forthcoming; they will 
not be copied by other States. Others will be successful, and as a result 
of that experimentation the solution of that problem along that method 
will be extended to all the other States of he Union.” 

And it seems to me this question of unemployment falls very logically 
along that line of thought. There are 48 of us who may try to work out 
some solution. Some of us may succeed; others may fail. Out of it all, 
we shall obtain a solution, an American solution, which will solve the 
problem. § 

That is the reason, my friends, why we are here today. That is why I 
hope that in the days to come these Conferences of the Chief Executives 
of the 48 States will continue to grow in the opportunities which they 
afford to us for increasing our knowledge and for the discussion of our 
common problems (applause). 

CHAIRMAN DERN: The,round-table discussion was to have been led by 
Governor Larson of N@v' Jersey. Governor Larson is not here. 

It is now 12 minutes of 12, and I am afraid we had better not undertake 
to have any round-table discussion before luncheon because we want to 
get to the tabernacle for an organ recital by 1 o’clock, and we will have to 
get a hurried luntheon in order to do that. ; 

So I think we will defer the luncheon until we have more time. I want 
to impress upon you all the necessity of getting inside the tabernacle by 
1 o'clock; because if you are not there at that time the doors will close 
and you will not be able to get in, and you will miss a real treat. 

The afternoon session, in the absence of Governor Tobey, will be pre- 
sided over by Governor Trumbull of Connecticut. 

The remainder of the sessions will be at the Hotel Utah instead of up 
here, so we will save ourselves the trouble of transportation up and down 
the hill. ; 

The Secretary reminds me that an Auditing Committee should be ap- 
pointed to serve for this session. 1 therefore appoint Governor Balzer, 
Governor Leslie and Governor Shafer as the Auditing Committee. 


Is there any other special matter to be brought up at this time? If not, 


we will stand adjourned and meet at the Hotel Utah after the organ 


recital. 
The meeting adjourned at 11:50 o’clock, June 30, 1930. 


MONDAY AFTERNOON SESSION, JUNE 30, 1930 


The meeting held at the Hotel Utah convened at 2:30 o’clock, Governor 
John H. Trumbull of Connecticut presiding. 
CHAIRMAN TRUMBULL: The meeting will please come to order. 


The meeting this afternoon was to be presided over by Governor Tobey 
of New Hampshire. Governor Tobey not being present, I was called upon 
as a fellow New Englander to pinch-hit for him. We New Englanders, 
yeu know, stand together, so I am substituting for Governor Tobey this 
afternoon. 

Before proceeding to the business of the afternoon I would like 
to take a moment, if I may, to express my appreciation personally in be- 
half of the Connecticut delegation and myself, for the wonderful reception 
we have received here in Salt Lake City. 

[ recall four years ago when the Governors’ Conference was held in 
Cheyenne, Wyoming, that.at the conclusion of the Conterence, Governor 
Dern invited the New England delegation to Salt Lake City. At that time 
we were royally entertained and had a wonderful time. I think the im- 
pression we gained and the hospitality extended by the Governor and his 
friends at that time is one of the reasons why we were so anxious to 
receive and accept the invitation to come back again this year. 

Governor Dern has attended all of the Conferences that I have with the 
exception of one, namely in Poland Springs, Maine. This happens to be 
the sixth Conference of this kind that I have had the pleasure and the 
privilege of attending. My observation has been that the result of the 
attendance at these conferences is very, very beneficial and enlightening 
and gives the visiting Governors an opportunity to exchange ideas. I 
think we all carry back with us some new conception of the other fellow’s 
problems. The function of this Conference, as I understand it, is to 
exchange ideas and help each Governor out with his problem, and he, in 
turn, to help us out with ours. 

As Governor Dern said this morning, it is not an open forum. We pass 
no resolutions and are bound by none, but simply bring up problems and 
discuss them. 

We have two papers to be read this afternoon, after which I hope we 
will have time to conduct our round table discussion that we did not have 
time for this morning. 

The first speaker this afternoon comes from your neighboring State, 
Wyoming. I and my family have a very pleasant recollection of our visit 
to Wyoming when the Governors’ Conference was held there four years 
ago. Governor Emerson has attended various conferences since that time. 
He is going to speak to you this afternoon. 

So at this time I have the pleasure and the privilege and the honor of 
introducing the Hon. Frank C. Emerson of Wyoming. His subject is “The 
Public Doman,” a subject that I think applies more particularly to the 
Western States. However, I know that it is going to be exceedingly inter 
esting, and we will all, no doubt, get a new slant on the problems of the 
Middle Western States. 

At this time I present to you 
(Applause.) 


Governor Emerson of Wyoming. 


Rights of States in Public Domain 


HON. FRANK C. EMERSON: Mr. Chairman, Fellow Governors. Ladies and 
Gentlemen of the Conference: Your Chairman has said that New England- 
ers stick together. We can say with equal truth that 11 public land States 
stick together. 

On Friday and Saturday of last week we had a conference of Governors 
of Western States in this city. Among other problems we considered the 
problem_which I am going to discuss with you today. 

It is true, as your Chairman said, that this particular problem is, no 
doubt, of more direct concern to what we term the 11 principal public 
land States of the West than it will be to the rest of the nation. The ques- 
ions involved are so inherent in the right of government, in the question 
of sovereignty over lands within the States that I think we are all going 
to be interested in the discussion of the subject of “The Public Domain.” 

In this year of 1930 we are celebrating the Covered Wagon Centennial. 
One hundred years ago the first courageous band of Western home-seekers 
traversed the almost uncharted course between the valleys of the Missis- 
sippi and the beckoning lands of the Pacific Coast. ; 

The comforts of our friendly West of today were not for those gallant 
trail blazers of long ago. Rather to their lot fell the bitter contest in 


overcoming hazards of desert and plain and mountain areas, with the 
native red man often hostile hosts. Many found final resting places along 
the trail, losers in the unequal struggle. 

To the courage, fortitude and intelligent efforts of Ezra Meeker and the 
many other fine pioneer men and women who followed the Oregon Trail a 
century ago, we owe much for all we hold and enjoy in the West today. 

The national importance of the Centennial of the Covered Wagon, in 
celebration of the achievements of these worthy pioneers, is evidenced by 
the Act of Congress authorizing commemoration of the “heroism of those 
who traversed the Oregon Trail to the Far West,” and by the proclamation 
of President Hoover, which called upon the people of the Nation “‘to em- 
ploy this fitting occasion to commemorate-the lives and deeds of the heroic 
pioneers who won and held the West.” 

Within the century a great change has taken place in this land. 
Eighty-three years ago the Prophet Brigham Young, leading his brave 
band of Mormon followers, exclaimed, “This is the place,” as he looked out 
over the Salt Lake Valley as the land of promise after the toiling trek from 
Council Bluffs. : 

Only three score years ago the Union Pacific and Western Pacific first 
tied the fertile valleys of the Middle West to the settlements on the Pacific 
Coast with bands of railway steel. Today we find this western country 
wrought into an empire of great value through the high endeavors of a 
virile and capable people. 

To prove the point we need only to consider the marvelous development 
which is chronicled in the pleasant valley where we hold Conference today. 
Fertile farms, productive mines, and fine municipalities, together with the 
commerce and industry apparent in large amount, make manifest the 
values lying here. Throughout the West we find similar expression, in 
more or less degree, to now make this region as an important integral part 
of our great Nation. 

Substantial as has been the progress of this western country during 
recent years, the future holds much in store for further development. 
I believe all will readily admit that the welfare and prosperity of one sec- 
tion of our country has material bearing, directly or indirectly, upon most 
other sections. 


Complicated Problem of Land Sovereignty 


The Western States are confronted with a certain important situation 
which appears to afford barriers to proper future development. This sit- 
uation, it is my privilege to discuss with you under the heading of “The 
Public Domain.” 

The States of Arizona, California, Colorado, Idaho, Montana, New Mexico, 
Nevada, Oregon, Utah, Washington and Wyoming, comprising the entire 
11 States of the Rocky Mountain and Pacific Coast areas, are known as 
the “public land States” by reason of the large ownership of lands within 
their borders by the Federal Government. A few other States have small 
areas of public lands but not comparable in amount with the eleven 
named. 

In the great region covered by the States as listed, Federal landlordship 
prevails over more than one-half the area. By reason of this situation a 
different set of conditions apply than obtain in the other 37 States of the 
Nation. Problems of great importance arise and solutions are often 
difficult. 

The mere fact that the States must necessarily furnish police protec- 
tion, provide public schools, build roads and otherwise provide means to 
promote the welfare of their people throughout the areas within the State 
boundaries, while large amounts of land are tax exempt by reason of 
Government ownership, indicates a serious question. Lack of State con- 
trol of the development of resources within the Federal lands brings 
further problems. 

A brief review of the history of the public domain will be of interest. 
All figures given will be expressed in round numbers.’ Continental United 
States, excluding Alaska, covers 1,937,000,000 acres. Of this amount, 570,- 
000,000 came to us by treaty with Great Britain at the close of the Revolu- 
tionary War and included the original 13 Colonies together with all the 
territory west of them to the Mississippi River. 

Then came the Louisiana Purchase of 530,000,000 acres to cover the 
territory between the Mississippi and the Rocky Mountains, extending some 
distance into what are now the States of Colorado, Montana and Wyomin 
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France_was paid less than 3 cents per acre for the land covered by this 
purchase. The United States did a little better for Spain by paying about 
14 cents an acre for the 46,000,000 acres covered by the Florida Purchase, 
which followed in 1819. Next followed the purchase of 249,000,000 cov- 
ered by the annexation of Texas in 1845. 


Closely in order came the Oregon settlemert by British treaty to add 
183,000,000 acres, the Mexican cession by Mexican Treaty to add 
339,000,000 acres, and finally the Gadsden Purchase of 20,000,000 acres to 
round out the United States, with the exception of Alaska, as we now 
find it. 

The question as to the disposal of lands acquired by these several 
treaties and purchases is of significant interest. When the 13 original 
States established their independence each State became the owner of the 
vacant and unappropriated lands within its border. The ownership by 
the United States of land within the limits of the original States is based 
upon cessions from the States. 


Title to Acquired Land in United States 


When foreign governments ceded territory to the United States, the 
vacent and unappropriated land therein passed to the United States. While 
title to such lands rested in the United States, there has been general 
agreement, since earliest history of land control in this country that the 
Federal Government is in reality only in the position of a trustee, to hold 
the lands until title could be passed under proper laws and regulations to 
the States or to private owners. This theory for the disposal of our public 
lands was stated by the Supreme Court of the United States in 1845 as 
follows: 

“Whenever the United States shall have fully executed these trusts the 
municipal sovereignty of the new States will be complete throughout their 
respective boundaries and they and the original States will be on equal 
footing in all respects.” 


Before then, in 1832, the Public Lands Committee of the United States 
Senate had said: 

“The speedy extinction of the Federal title within their limits is neces- 
sary to the independence of the new States, to their equality with the 
elder States, to the development of their resources, to the subjection of 
their soil to taxation, cultivation and settlement, and to the proper enjoy- 
ment of their jurisdiction and sovereignty.” 

This statement of nearly a century ago would seem to apply equally 
well today. Thirty-seven States have had the advantage of application of 
the theory. The eleven public domain States have enjoyed only to a lim- 
ited extent the benefits of the application of this truism as expressed so 
long ago. We may well wonder why this situation. 

While admittedly no definite law is found to cover, and difference of 
opinion upon the subject is known to have existed since the Original 
Thirteen States were constituted, the many utterances contained in trea- 
ties, ordinances, deeds of cession, and other fundamental charters clearly 
indicate the principle of parity among States, including sovereignty over 
lands ag part of ‘‘the enjoyment of all the rights, advantages, and immuni- 
ties as citizens of the original States.” 

The process of reasoning-to this conclusion, based upon the records of 
a century, is too complex and extensive to admit of further presentation 
at this time. Suffice to say that by treaty, grant, by private sale or 
auction, by land entry law, or by other means, the lands within the bound- 
aries of all save the eleven public land States, with little exception, are held in 
State or private ownership, and to the States accrue the benefits resulting 
therefrom. 

Turning to the eleven States, we find this condition of things. By con- 
version of title to land to State or private owners through exercise of 
grants or application of homestead, desert, timber and stone, min- 
eral or other land entry laws, the Federal Government has in part dis- 
charged its duty as trustee. However, far from complete is the commis- 
sion. Unfortunately, the present situation shows clearly that the United 
States is abandoning the theory of trusteeship and is now setting into 
practice a system of permanent landlordship over much of the western 
country. 


Mineral Claims Excluded From Land Titles 


This is made evident through the withdrawals of land from entry by 
citizens in any way, and by the substitution of the practice of leasing 
lands in many instances in the place of the sound doctrine of conveying 
title. Two hundred twenty-eight million acres, or more than one-fourth the 
landed area of the eleven States have been permanently reserved by the 
Government, and additional lands have been withdrawn for classification 
with the purpose of further reservations in view. 

No longer can patent for mineral claims be obtained, but rather the 
property is handled by lease and the Federal landlord continues in control. 
These things seem to indicate a permanent trusteeship upon the part of 
the Federal Government which was not contemplated under the theory 
applied to other States and which is certainly subject to challenge by 
reason of the extent of its application. Parity between the public land 
States and the other States of the Union in this relation seems afar. 

We may express the situation by likening Uncle Sam as to a parent of 
four sons who may be known as North, East, South and West. To the 
first three the father conveys their share of the inheritance in full, but to 
the youngest son, West, by reason of his youth and presumed unprepared- 
ness, he withholds a large part of that which is due. Is fair justice done 
this fourth son, maybe young in years and experience, but possessed of 
proven vigor and intelligence? Will his proper development not be hin- 
dered by restrictions placed upon him? 

Thus we indicate one great problem of the public domain, the perma- 
nent reservations of extensive land areas by the Federal Governmnt from 
State or private ownership. Would the States of the East have welcomed 
the application of such practice to their lands? For the reasons so well 
stated by the Senate Committee of a century ago as quoted herein, we may 
be convinced that the withholding of land from tax-paying assets, through 
permanent reservations, has already proceeded too far in the public land 
States and further encroachment should be resisted with vigor. 

A second important problem arises in relation to the disposition of the 
remaining areas of unreserved and unappropriated public lands in the 
eleven States. Approximately 200,000,000 acres, or again more than one- 
fourth the area of these Western States, are involved. Under active con- 
sideration today is the proposal to have the Federal Government convey 
at least surface title to the se¥eral States. 


Great weight has been given to the proposal through advancement of: 


the idea by President Hoover. By significant and repeated expressions the 
President has recognized the ability of the vigorous West to work out 
much of its own destiny in relation to its land affairs. The President 
would convey at least a considerable part of his inheritance to the fourth 
son without further delay. 


Administrative Problems of Community Control 

This is indicated by the following quotations in point as contained in 
the letter transmitted through the Hon. Joseph M. Dixon, Assisant Secre- 
tary of the Interior, to the Conference of Governors of Western States as 
held in this city last August: 

“It may be stated at once that our Western States have long since passed 
from their swaddling clothes and are today more competent to manage 
much of these affairs (meaning land affairs) than is the Fedgral Govern- 
ment. 

“‘Moreover, we must seek every opportunity to retard the expansion of 
Federal bureaucracy and to place our communities in control of their own 
desti The problems are in large degree administrative in character 
coon’ they affect the Federal Government and the government of the 

tates. 

’ “The most vital question in respect to the remaining free public lands 
for both the individual States and the Nation is the preservation of their 
most important value—that is grazing. The remaining free lands of the 
public domain (that is, not including lands reserved for parks, forests, 


Indians, minerals, power sites and other minor reserves), are valuable in 
the main only for that purpose. 

“The first of the tentative suggestions, therefore, is that the surface 
rights of the remaining unappropriated, unreserved public lands should, 
subject to certain details for proteetion of homesteaders and the smaller 
stockmen, be transferred to the State governments for public school pur- 
poses, and thus be placed under State administration. 


“At the present time these unappropriated lands aggregate in the 
neighborhood of 190,000,000 acres and in addition some 10,000,000 acres 
have been withdrawn for purposes of stock watering places and stock 
drives which might be transferred as a part of a program of range preser- 
vation. In addition, some 35,000,000 acres have been withdrawn for coal 
and shale reserves, the surface rights of which with proper reservations 
might be added to this program of range development in the hands of the 
States. 

“Reports which I have received indicate that due to lack of constructive 
regulation the grazing value of these lands is steadily decreasing, due to 
overgrazing and their deterioration, aside from their decreased value in 
the production of herds, is likely to have a marked effect upon the de- 
struction of the soi] and ultimately upon the water supply. They bring no 
revenue to the Federal Government. 

“The Federal Government is incapable of the adequate administration 
of matters which require so large a matter of local understanding. 
Practically none of these lands can be commerciaily afforested, but in 
any event, the forest reserves could be rounded out from them where this 
is desirable. Therefore, for the best interest of the people as a whole, and 
people of the Western States, and the small farmers and stockmen by 
whom they are primarily used, they should be managed and the policies 
for their use determined by the State governments. 

“The capacity which the individual States have shown in handling 
sthool lands already ceded out of every township which are of the same 
character, is in itself proof of this, and most of the individual States 
already maintain administrative organization for this purpose so o- but 
little added burden would thus be imposed. 

. “They could, to the advantage of the animal industry, be made to ulti- 
mately yield some proper return to the States for school purposes and the 

_fundamental values could be. safeguarded in a fashion not possible by the 
Federal Government. They Would also increase the tax base of the State 
governments. 

“It is not proposed-to transfer forest, park, Indian and other existing 
reservations which have a distinctly national as well as local importance. 
Inasmuch as the royalties from mineral rights revert to the Western 
States either direct or through the reclamation fund, their reservation to 
the Federal control is not of the nature of a deprival.” 


Competency of States to Conduct Affairs 


I find myself in hearty accord with the expressions of the President in 
relation to the competency of the States to handle many of their affairs 
which are now within the jurisdiction of the Federal Government. The 
President has given further aid to his proposals through the appointment 
of the Commission now in action. 

If the President’s proposal should have included the mineral rights 
along with surface title, I believe the advantage to the States of acquiring 
the unappropriated public lands would be apparent. The reservation of 
minerals seems to open a question of serious doubt. The remaining areas 
of vacant public lands are of limited surface values as the more desirable 
lands have heretofore been taken. 

Pointing to the record of my own State in relation to the conduct of its 
land affairs would seem to indicate the soundness of a policy that would 
convey to the States both surface and mineral rights to those areas of the 
public domain which are now vacant and unappropriated. 

Wyoming has received from the Feedral Government about 4,100,000 
acres of lands for the construction and maintenance of schools and State 
institutions. The advantages of mineral rights accompanied the surface 
title to these lands. Through competent State administration a permanent 
school fund of over $19,000,000 has been built up from revenues received 
from these lands and millions of dollars in addition as interest from these 
permanent funds has been wisely spent for school and institutional pur- 
poses. 

Six hundred thousand acres of the orginal grants have been passed by 
the State to private owners and are the basis for valuable tax-paying 
assets. The remaining three and one-half million acres remain in State 
ownership and will provide further substantial revenues. Without the 
minerals no such worthy record could have been accomplished. The State 
now has administrative machinery well fitted to handle both surface and 
mineral rights that may be acquired from any additional land grants by 
the Federal Government. 

As to the proper conservation of mineral resources, it may also be said 
that the State of Wyoming has shown due diligence along this line and 
the future will see even greater effort to conserve in every reasonable way 
our valuable mineral resources. From the broad standpoint of national 
interests it may be said that the patriotism of Western people is such as to 
guarantee a program of real conservation in relation to any transfer of 
land and mineral resources that may be made to the States. 

The transfer of title, in fee simple, to the States of the unreserved and un- 
appropriated public lands would, in my conviction, constitute sound publie 
policy and would react to the benefit of both Federal and State Govern- 
ment. 


Gradual Transfer of Authority Advocated 


It would not seem*necessary at this time to urge the transfer to the 
States of title to lands now included in reservations to which reference 
has been heretofore made, except in certain instances, even though strong 
opposition against extension of these reservations would seem in order. 
National forests cover about 137,400,000 acres of the total reservations. 
While it seems assured that the States will be found able to competently 
handle the forests in due season, the present administration by the Fed- 
eral Government appears fair enough, and the States might well first 
perfect the work of handling the unreserved lands before assuming the 
additional responsibility. 

It has been the endeavor in the preceding to outline the general situa- 
tion which is found to apply to the public land States by reason of the 
extensive Federal ownersMip of lands prevailing within them and to 
present some thoughts concerning the betterment of things. The problem 
is rather vital to the West and must be recognized as of importance to the 
Nation as a whole. - 

Growing unrest is apparent among the citizens of the Western States 
as they chafe under the conditions imposed upon them. Lack of under- 
standing by the rest of the country of some Western problems is causing 
criticisms which are anything but helpful to parties concerned. 

The very fact of the wide ownership of western lands by the Federal 
Government has created situations which are now the cause of rather 
insistent controversy between interested groups of the public land States 
and groups of other sections. It may be of interest briefly to discuss 
two of such matters by reason of their appeal at this time. 

Since the passage of the National Reclamation Act in 1902, the Federal 
Government has been engaged in the construction and operation of recla- 
mation projects in the irrigated West. The undertaking has been of great 
benefit to this region and has been the cause of adding much wealth to 
the Nation. 

The work has been financed entirely from 
ment of the resources found upon and within 
to a loan of $20,000,000 which is being repai 
It is the desire of the West that, so long as th 
trol of such large amounts of the resource assvi> 
this helpful undertaking be continued. Opposi! 
believe the Government should discontinu: 
opinion, seems uneconomic or which appear: 
ing a bad agricultural situation. 

If the fundamental facts are properly «)); 


receipts from the develop- 
he public lands, except as 
i to the Federal Treasury. 
‘nited States retains con- 
of the public land States, 
1 comes from those who 

activity that, in their 

m as further aggravat- 


, it seems certain that 
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the arguments of opponents of Federal reclamation will find satisfactory 
answer and they will not longer countenance the misleading information 
which is now being broadcast through different agencies. The importance 
of the matter is attested by the fact that the Conference of Governors oi 
‘S Western States has been held during the past two years with this subject 
particularly in mind. 

Only two days ago resolutions were adopted in strong support of the 
present Federal reclamation policy as based upon equity to the interests 
involved and upon sound economic principles, not only applying to the 
western country, but to the Nation as a whole. 

Time can be taken for only a brief synopisis of the facts applying to the 
situation as known by those acquainted with same through active and 
continuing experience. Only 1 per cent of farm commodities raised in the 
United States are produced on Government reclamation projects and 90 
per cent of the quantity se produced is locally consumed. The projects 
themselves furnish extensive markets for manufactured goods as well as 
for farm products not raised under irrigation and thus seem to afford ma- 
terial benefit, rather than detriment, to other sections. 

It may turther be said that crops raised under irrigation are generally 
supplemental to, rather than competitive with, the products of other 
farms. We may take sugar, for instance, known to be a major crop on 
Federal reclamation projects and susceptible of profitable culture in but 
few sections outside of the irrigated areas. Continental United States 
produces less than 20 per cent of its own sugar requirements. 

Is it not wise to allow this industry to develop in the irrigated West as 
an aid to the Nation’s prosperity? Certainly there is no competition for a 
market with this crop from other sections. Then we may refer to the 
products of irrigated areas to provide Winter feed for sheep and cattle 
carried by the extensive open ranges of the West, and know that such live- 
stock find way in countless numbers to feed lots of the Middle West to be 
finished on the corn and other products of the region. 

Many other instances could be cited to show that development of irriga- 
tion in our States, gradual as it must necessarily be, will be helpful, 
rather than harmful, to other sections. Financed entirely from develop- 
ment of resources in the States in which the irrigation projects are lo- 
cated, no valid arguments appear to oppose this constructive Federal 
undertaking. Rather support should be given in light of the contribution 
to the Nation’s good. 

We may turn briefly to the questions which now obtain in relation to 
the operation by the United States Department of the Interior of the Min- 
eral Leasing Act of 1920. This act relates to the developmént of minerals 
in Government-owned lands through the granting of leases therefor. 
With startling suddenness the Department issued orders over a year ago 
which closed the door ,to continuing operation of the act so far as further 
exploration for oil was concerned. 


Federal Restraints on Progress of West 


More than once the heavy hand of a Bureau of Government in Wash- 
ington has been laid upon Western progress and development without 
just cause and to the Rocky Mountain region this seemed another in- 
stance. In the name of “Conservation” many penalties have been exacted 
by reason of this control from Washington through Federal landlordship. 

All will agree that reasonable conservation of resources should be prac- 
ticed, but there should be some conservatism in conservation. In the in- 
stant casé, I know my own State suffers from the application of the fine 
theory of conservation when no really useful purpose is accomplished. 
The oil industry is of great importance to Wyoming. We now have no 
overpreduction of oil in the State or no wasteful production. 

New supplies of crude oil of light gravity will soon be necessary if mar- 
kets now established are to be supplied. Therefore, a reasonable program 
of further exploration should be allowed. Because other States are guilty 
of overproduction is no sufficient reason for imposing an unnecessary 
penalty upon Wyoming and other adjacent oil producing States where the 
sin is not being committed. 

The situation is mentioned to again point to the absolute dominion of 
the Federal Government over many of the important affairs of the public 
land States. It is difficult for the States to properly work out their own 
destinies under such a set of conditions. 

Our friends of the East may be able to place themselves in our position. 
If they will, it is certain that they will go slowly in reaching decisions 
that might tend to condemn important undertakings of our western 
country, handicapped as we are by conditions they need never face. 

From all this you will agree with me that the problem of the public 
domain is not an easy one. I{ must be approached with courage and de- 
termination if good answer is to be found for the many questions arising. 
Honest difference of opinion may be expected and tolerance of the ideas 
of others will be needed. 

Out of it all we may hope to have evolved a plan which will allow the 
public land States to largely work out their own destinies, unhampered by 
such conditions as now prevail in relation to the public domain. Then 
will this great western region, covering, as it does, over one-third of the 
Nation’s area, stride forward in accomplishment to greatly add to the sub- 
stantial development of today. 

Upon behalf of the Western States, may I not appeal to all the Gov- 
ernors, as representative leaders of the Nation, for sympathetic considera- 
tion of problems attaching to the public domain. From such an attitude 
will come understaning which will be most helpful toward reaching proper 
solution. 

CHAIRMAN TRUMBULL: I think we-will proceed with the program as 
printed and introduce the next speaker, after which we will consider our 
round table discussion as far as time permits. 

Without any undue preliminaries, I am going to introduce to you the 
next speaker, the Hon. William G. Conley, Governor of West Virginia, 
whose subject is “Sales Tax.” (Applause.) 


Sales Tax as Source of State Revenue 


-HoN. WILLIAM G. CONLEY: Chairman Trumbull, Members of the Con- 
ference, Ladies and Gentlemen: Your Executive Committee has asked me 
to lead the discussion on the subject of “Sales Tax.’’ I shall discuss the 
subject from a practical] and legal standpoint rather than from a scientific 
standpoint. The West Virginia so-called “gross sales tax” is in reality a 
selective gross sales tax at different rates, which is considered the least 
objectionable of all the sales taxes. 

Capable of so many inflections and variations in its actual application, 
the sales tax can be considered and discussed from as many angles, each 
of which, for a full understanding, would involve an infinite mass of de- 
tail. The method of its application can make the gross sales tax take on 
the color and character of an income tax, of a depletion tax, of a consump- 
tion tax, of a production tax. 

Nearly every State in the Union is familiar with the sales tax in some 
form. The tax on gasoline is the most familiar application, the revenues be- 
ing usually taken for road construction and maintenance, though in some 
States the gasoline tax supplies general revenue, or revenue for the sup- 
port of public schools. 

In other States a portion of the tax is allotted to cities and counties 
for the improvement of streets and lateral roads. But the majority of 
the States retain this source of revenue for the building of highways and for 
highway improvement or maintenance. 

Another ferm in which this tax is somewhat familiar, but under a sepa- 
rate act, is as an impost on the business of insurance companies per- 
mitted to tarry on business within the borders of the State. Still another 
is a levy made on the gross receipts of public utilities received from intra- 
state business. 

In some of the States the State constitution authorizes a tax on gross 
receipts and imposes a tax on certain items. In other States, particularly 
Alabama. a severance tax on certain natural resources, such as minerals, 
is laid, which differs only in language from the gross sales tax imposed 
on minerals in West Virginia. ae: 

In ong State a tax is imposed based on the purchase of commodities, 


rather than the sale of commodities, but the effect is similar. In West 
Virginia the sales tax might be considered as an occupational tax based 
on gross receipts, and in the title of the act it designates it as “a tax upon 
the privilege of engaging in certain oeeupations.” 

So far as I have been able to ascertain, the States of Georgia and West 
Virginia are the only States of the Union which have gross sales tax acts. 
Georgia enacted a gross sales tax law (general sales tax) in 1929 with the 
following rates and exemptions: 

Retailers, 20 cents per $100; 

Wholesalers, 10 cents per $100; 

Utilities and amusements, 30 cents per $100; 

Manufacturing, 5 cents per $100; 

All other businesses, 20 cents per $100. 

An exemption of $30,000 is allowed before the tax applies. 

Georgia also has incorporated in its sales tax laws the income tax prin- 
ciple. After January 1, 1931, the gross income tax (general sales tax) can 
be set off against net income tax and only the larger amount of the two 
taxes paid; that is, both taxes will not be collected the same year from 
the same person. It appears that Georgia has followed closely the West 
Virginia act. 

In the State of Pennsylvania a sales tax is imposed upon dealers and 
vendors, based on the gross sales principle, with rates as follows: 

Retail dealers and vendors pay a minimum license tax of $2, and in 
addition thereto 10 cents per $100 on the whole or gross volume of busi- 
ness transacted annually. 

In the case ef wholesale dealers and vendors a license tax of $3 is 
charged, and in addition thereto there is a tax of 5 cents per $100 on the 
gross annual business. - 

Kentucky has recently passed“a sales tax statute, which applies to retail 
merchants with rates, I believe, of about 20 cents per $100. A copy of this 
law is not at hand, but I understand-it is a,sales tax law in a very modified 
form. 

Recitation of the application of the gross sales tax in West Virginia 
since it was enacted as an emergency revenue-producing measure might 
be of value. Under the act of 1921, every person, firm, copartnership, asso- 
ciation and corporation engaged in business for profit in the State of 
West Virginia and doing over $10,000 business annually, and those en- 
gaged in the practicing of professions and having annual gross income 
over $10,000 were required to pay a gross sales tax. 

Insurance companies which pay a special tax under the insurance laws 
are exempted from the gross sales tax. There are also exempted mutual 
savings banks, labor, agricultural, and horticultural societies and organi- 
zations not operated for profit; cemetery companies operated exclusively 
tor the benefit of the members; fraternal benefit societies, domestic building 
and loan associations, corporations or associations operated exclusively for 
religious, charitable, scientific or educational purposes; business and other 
organizations operated exclusively for the benefit of the community. 

The 1925 gross sales tax laws were amended so as to change certain 
rates and to exempt from the tax those engaged in practicing of profes- 
sions, and to exempt sales of real and personal property where the same 
is not carried on as a business. Otherwise the exemptions in the 1925 law 
are the same as in the 1921 law. While agriculture is not exempted it 
pays annually less than $1,000 under this law. 

The gross sales tax law of 1921 became effective June 30, 1922. The 
rates provided by the 1921 act remained in effect until changed by the 
1925 legislature, which change became effective July 1, 1925. 


Schedules of Rates Under West Virginia Law 
The following schedule shows the rates under the original act, and also 
under the present act: 
Prior to 
Item July 1, 1925 
tate per $100 


Since 
July 1, 1925 
Rate per $100 
Gross value production: 

Coal ea .40 $ 42 
Ol 5.: .40 1.00 
Natural gas -40 1.85 
og ae ae - .45 
Other minerals .40 .45 
GrOES VRINE MANVIACIULES ....<. s+ o00s:00s00 es cevees .20 21 
Gross income of retailers and others. 4 ~ .20 -20 
Gross sincome of wholesalers (1/3 per cent of gros 
Profits) 
Gross income: 
Banks rae $ .20 .30 
Steam r. r.s and pipe lines .20 .00 
Telephone, telegraph, express, electric light and 

power companies... me -20 -60 
- St. r. r.s and other public utilities. ...........0+- .20 .40 
Gross income: 

Contracting business. $ .20 .30 
eNOS MEO 6 5 oi in'k'e 0 n'g's'p'a A640 5 ele wes -20 .30 
All other businesses ae .20 .00 


1/3 per cent .05 


Revenues of West Virginia From Sales Tax 
The following tables show the amounts actually collected during each of 
the last eight fiscal years, beginning with the fiscal year ended June 30, 
1922, and including the fiscal year ended June 30, 1929. ~These tables show 
also the percentage paid by each of the several classes of the grand total 
collected for each year. 
COAL PRODUCTION—GROSS VALUE PRODUCTION : 
Present rate 42 cents per $100. 
: Per cent 
Tax of Total 
Year ended June 30, 1922.... cee 516,777.66 35.3 
1923... 1,084,474.35 40.0 
1924 - 1,093,782.87 35.8 
1925 731,819.15 28.7 
1926 969,729.60 30.7 
1927 ase 1,182,676.21 29.01 
1,022,010.04 26 
1929 945,764.09 25.86 
$7,547,033.97 30.84 
Om AND GAs PRropUCTION—GROSS VALUE PRODUCTION: * 
Present rates: Oil, $1.00 per $100. 
Gas, $1.85 per $100. 


Tete! for SB WaOtEs ves scccnceces 


Per cent 
Tax of Total 
Year ended June 30, 1922 $ 150,674.05 10.3 
SERB cass concce Ss 231,702.84 8.6 
1924 one 221,621.07 7.2 
1925 ° we 199,851.28 7.8 
i ines a eam 152,275.60 4.8 
ere seeea 705,550.77 i. 
1928 paweas 615,535.47 16. 
cone soe 520,530.47 14. 


Total for 8 years $2,797,741.55 11.4: 
CLAY, SAND, ETC., PRODUCTION—GROSS VALUE PRODUCTION: 
Present rate 45 cents per $100. 


Per cent 
Tax of Total 
$13,077.59 P 

secneee 18,034.95 
1924... cone 7 24,170.15 
1925.. = ae 24,954.35 
1936... cate arate 29,261.06 
 atanale 31,850.81 
1928 30,232.31 
Se cs ccene ee a 29,566.75 


Year ended June*30, 1922.. 
192: 


Total for 8 years........ $201,147.95 
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TIMBER PRODUCTION—GROSS ‘VALUE PRODUCTION: 
Per cent 
‘ Tax of Total 
Present rate 45 cents per $100. Pa i 
Year ended June 30, 1922 0.00 
2 0.00 
0.00 
0.00 
$ 5,418.32 
25,372.02 
30,190.49 
31,958.18 


DOCG 16P B OVATE. 0i.6:655:040000% ~ $92, 939.01 38 


RECAPITULATION-—TOTAL PRODUCTION : 
Per €ent 
Tax of Total 
$ 680,529.30 46.5 
1,334,212.14 49.3 
1,339,574.09 43. 
956,624.76 37. 
1,156,684.58 36. 
1,945,449.81 47. 
1,697,968.31 44.6 
1,527,819.49 41.78 


$10,638,862.48 


Year ended June 30, 1922 


Total for & years 43.47 
MANUFACTURING—GROSS VALUE: 
Present rate 21 cents per $100. 
Per cent 
4 of Total 
Year ended June 30, 1922 $ 35 ), : 39 os 
730,01 3 25 6 
25,880. 37 28. 
842,128.28 26. 
791,215.12 19. 
788,315.06 20.7: 
855,762.16. 23.4 
*$5,779,590.57 23.62 
SALES—EXCLUSIVE OF WHOLESALE—GROSS INCOME: 
Present rate 20 cents per $100. 
Per cent 
Tax of Total 
Year ended June 30, 1922 pieiaene 269,615.05 18.4 
1923 ; 442,177.06 . 16.3 
1924 586,755.98 19.2 
5 ‘ 539,341.14 21.1 
1926 555,399.31 17.6 
1927 580,255.07 14.24 
1928 562,176.76 14.77 
564,652.54 15.45 


Total for 8 years $4,100,372.91 16. 


SALES— W HOLESALE—GROSS INCOME: 
Present rate 5 cents per $100. 
Per cent 
Tax of Total 
Year ended June 30, 1922 $31,362.08 2 
1923 52,404.17 9 
1924 - 61,867.69 .0 
1925 . : 56,329.84 2 
1926 71,658.20 2 
Be ee sas ee 88,873.19 18 
1928 2 a 84,980.91 23 
79,126.92 16 


$526, 603.00 


NmwrmeP 


tbe rere 


tr 


Total for 8 years... 15 


Prior to 1925, based on gross profits. 


Note: 


BANKS AND PUBLIC UTILITIES—GROSS INCOME: 
Present rates per $100: Banks, 30 cents;*steam r. r.s and pipe lines, $1.00; 
telephone, telegraph, express, electric light and - power companies, 60 
cents; St. r. r.s and other public utilities, 40 cents. 
Per cent 
Tax of Total 
$ 68,276.38 
101,859.79 
115,344.04 
105,045.90 
297,982.85 
402,507.44 
399,279.65 
360,061.96 


> 
~ 


Year ended June 3 


wm 02 CO 
OO > 00 00 


io) 


— 
3 ©oSooo 
wr. com 
cot 


Total for 8 years seen taee $1,850, 35 58.00 
OTHER BUSINESSES AND PROFESSIONS— GROsS INCOME: 
(Includes tax from professions up to June 30, 1925; 
this date.) ; 
Present rates per $100: Contracting, 50 cents; 
nesses, 30 cents. 


no tax on professions after 


amusement, $1; all other busi- 

Per cent 
Tax of Total 
73,183.08 0 
120,850.41 
172,421.32 
167,877.11 
235,299.61 
267, $42.56 
272,357.33 
269, 209.2 > 4 


on 


Year ended June 30, 
5 
6 
6 
4 
57 
.16 


ag 
ob 


ANAK oOo. 


$1,579,040.66 6.4%, 
TOTAL COLLECTIONS UNDER GROss SALES TAX 
BY CLASSES: 


Total for 8 years 

GRAND RECAPITULATION 
LAW FOR EIGHT YEARS 
Per cent 
Tax of Totsl 
$7,547,033.97 30.84 
2,797,741.55 11.48 
201,147.95 .82 

— 92,939.01 .38 


Coal production . 

Oil and PAS PKOGHCCION. 2.2 ccc cccccscccescrecverenes 

Clay, sand, etc., production... 

Timber production 

$10, 6: 38, 862. 48 43.47 
5,779,590.57 23.6: 
4,100,372.91 5.75 


Total production... 
Manufacturing 
Sales—exclusive of wholesale 
Sales — wholesale 526,603.00 2.15 
Banks and public utilities Sai 1,850,358.00 .56 
Other businesses... .+-- 1,579,040.66 5.45 

Grand total 24,474,827. 62 100.00 
GRAND RECAPITULATION—TOTAL COLLECTIONS oa GROss SALES TAX 

LAW FOR EIGHT YEARS—BY YEARS: 
Year ended June 30, 1922.......... $1,462,379.28 

¢ 2,708,366.73 

3,055,976.15 
2, 551,099.12 
3,159,152.82 
4.076,143.19 
3,805,078.02 
3,656,632.31 


Grand total... $24,474,827.62 


Section 1 of Article’ X of the Constitution of West Virginia, dealing with 
taxation, provides: 

“Taxation shall be equal and uniform throughout the State, and all 
property, both real and personal, shall be taxed in proportion to its value, 
to be ascertained as directed by.law. No one species of property from 
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which a tax may be collected shall be taxed higher than any other species 
of property of equal value; but property used for educational, literary, 
scientific, religious or charitable purposes; all cemeteries and public prop- 
erty may, by law, be exempted from taxation. The legislature shall have 
power to tax, by uniform and equal laws, all privileges and franchises of 
persons and corporations.” 

The gross sales, or privilege or occupational tax of West Virginia was 
passed under this provision of the State constitution. The act classified 
the different businesses and professions and fixed different rates for each 
classifieation. 

The Supreme Court of Appeals of West Virginia and the Supreme Court 
of the United States held said act (Chapter 1, Act Extraordinary Session, 
1925) as violating “‘neither the State nor the Federal Constitution.” The 
State court in construing said act also held: 

“Within reasonable limits the State legislature may classify various 
occupations for taxation and may impose different specific taxes thereon, 
provided the enactment applies alike to all within each class.” Hope Nat- 
ural Gas Company v. Hall, State Tax Commission, 102 W. Va. 272. Sv]. 2. 

In the sameé'case the State could held, however, that: “The legislature 
may not under any formula or characterization lay a direct tax on the 
gross proceeds of interstate commerce, except where such tax is.in lieu of 
all other taxes and amounts to no more than the ordinary tax on property.’ 

And the same court also held: 

“The State may take into consideration the gross proceeds of a commod- 
ity produced in this State and sold in another State, but only for the pur- 
pose of detefmining the value of such commodity ‘within the State and 
before it enters interstate commerce. 

The Supreme Court of the United States in the same case on writ of 
error affirmed the holdings of the West Virginia court, which decision ia 
found in 274 U. S., 284 (71 L. Ed. 1049). But it must not be everlooked 
that the Supreme Court of the United States has said that “under no 
formula can a State tax things wholly beyond its jurisdiction.” Union 
Tank Line Co. v. Wright, 249 U. S., 275 (63 L. Ed. 602). 

But the same court has also held that the State may look beyond its 
borders to get the true value of the things within the State “when they are 
part of an organic system of wide extent that gives them a value above 
what they would otherwise possess. The purpose is not to expose the heel 
of the system to a mortal dart—not, in other words, to open to taxation 
what is not within the State.” Wallace v. Hines, 253 U. S., 66-9 (64 L. 
Ed. 782). 


Restrictions on Taxation in Interstate Commerce 


It has also been held in decisions too numerous to mention that the 
States are inhibited from laying a direct tax on the gross proceeds derived 
from interstate commerce “except where such tax is in lieu of all other 
taxes and amounts to no more than the ordinary tax on property.” But 
there are cases decided by the Supreme Court of th ie United States, includ- 
ing U.§. Glue Co. v. Town of Oak Creek, 247 U. §., 321 (62 L. Ed. 1135), - 
and Hump Hairpin Co. v. Emmerson, 258 U. S., 290 (66 L. Ed. 622), which 
uphold the right of a State to tax the net income of a corporation derived 
from interstate commerce. 

The reasons for supporting these decisions are that such tax is pot im- 
posed directly upon the proceeds of interstate commerce, that itis not 
computed upon it, and that such assessment, so far as interstate com- 
merce is concerned, is “‘incidental, remote, and unimpertant,’ and is, there- 
fore, constitufional.’”’ In the glue company case the court said: 

“The distinction between a direct and an indirect burden by way of tax 
or duty was developed, and it.was shown that an income tax laid gen- 
erally on net'incomes, not on income from exvortation because of its 
seurce of in the way of discrimination, but just as if was laid on other ~ 
income, and affecting only the net receipts from exportation after all 
expenses were paid and losses adjusted and the recipient of the income 
was free to use it as he chose, was only-an indirect burden. 

“The difference in effect between a tax measured by gross receipts and 
one measured by net income, recognized by our decisions, is manifest and 
substantial, and it affords a convenient and workable basis of distinction 
between a direct and immediate burden upon the business affected and a 
charge that is only indirect and incidental. A tax upon gross receipts 
affects each transaction in proportion to its magnitude and irrespective of 
whether it is profitable or otherwise.”’ 

The exemption of $10,000 allowed by the West Virginia statute was up- 
held by the Supreme Court of the United States in the case of Hope Nat- 
ural Gas Company v. Hall, supra. 

For further discussion of the West Virginia law see Eureka Pipe Line 
Co. v. Hallanan, etc., 87 W. Va., 396, 257 U. S., 265 (66 L. Ed. 227). 

Under these decisions the legis]: ature could establish what would 
amount to an income tax in West Virginia. By fixing rates on the various 
ousinesses, professions, and industries in such a way that the higher rates 
would apply to those whose net income was usually greater, the State 
would have in effect an income tax. 

As it is applied at present, however, the tax falls on the thrifty 
efficient and on the shiftless and inefficient equally. Under its terms, an 
industry that is actually operating at a heavy loss, €hough doing an im- 
mense gross volume of business, would be taxed far more than ancther 
industry making a large net income, but doing a small gross volume of 
business. While this condition is unfortunate, it cannot be remedied by 
the substitution of some other one tax for the gross sales tax. 


and 


Effect of Income Tax as Substitute System 


Some tax authorities advocate a net income tax in lieu of a gross 
tax. If such were adopted, we would have this result: 

Two corporations are engaged in the Same or a Similar line of business. 
Gne is successful because of efficient management; Ghe other sustains an 
annual deficit because of inefficient management. Both enjoy the same 
governmental protection. The successful corporation pays a fix on its 
net income; the inefficient corporation returns a deficit and pays no tax. 

The Government gives the same protection to the one as to the other. 
From the successful corporation it exacts a tax because of its efficiency. 
This tax is higher than it would necessarily be if the inefficient corpora- 
tion also paid a tax. 

The successful corporation not only pays a tax for its own sovern- 
mental protection but also pays for the protection of the inefficient corpo- 
ration, which has been a competitor and detracted from the earnings of 
the efficient corporation and which was given immunity from taxation 
because it had shown no profit. Should the Government, therefore. penal- 
ize efficiency:in business or industry by giving tax immunity to those who 
enjoy equal governmental portection and yet are unable to show profit? 

It would seem that factors other than capacity to pay should be consid- 
ered in securing revenue for governmental purposes. Among these factors 
might be considered the equality, certainty, convenience, and universality 
of taxation. 

To secure anything near uniform justice in th 
than one kind of tax is needed. 

Some of the advantages claimed 
following: 

1.—The tax flows uniformly with business conditions. The revenue 
from it bears a relatively consistent proportion to the condition of busi- 
ness. Of course, during times of depression revenues fall off,.but because 
the sales tax is in actuality a tax on consumption, which fluctuates but 
never ceases, the tax is certain always to bring in revenue. . 

2.—The sales tax is easily computed. It is necessary for the taxpayer 
only to keep an account of his sales. He needs no complicated bookkeep- 
ing system. He does not have to employ experts and accountants to make 
returns and détermine the amount of taxes due. The actual tax paid by 
a majority of persons in West Virginia under our gross sales tax law is 
less than accounting costs alone would be with a more complicated system 
such as the net income tax under the Federal law. 

83.—The rates of tax may be so adjusted as to impose: in effect a sever- 
ance or depletion tax. On fugitive substances, for instance, such as oil 


sales 


1e levying of taxes, more 


for the gross sales tax are the 
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and natural gas, which are being repadily depleted, the rates can be high 
enough to reimburse the State for their extraction and exhaustion. 

' 4—Beecause of its uniformity in application to all businesses and profes- 
gions, the gross sales tax has a wider spread than many other forms of 
Naxation. The successful dividend-earning business cannot complain that 
the careless, unsuccessful, unprofitable business of the same class and 
with the same amount of invested capital, does not pay for the protection 
of the State, as would be the case under a net income tax law. 

5.—T he products of business and industry on which the gross sales tax 
is levied are largely sold in interstate commerce, and the ultimate con- 
sumer, therefore, contributes something to the payment of the tax. 

6.—Th tax is easily collected, under an unusually low administration 
cost. Im West Virginia, for instance, the cost of collection is less than 
l per cent of the tax. \ 


Contentions im Opposition to Gross Sales Tax 

Those opposed to the gross sales tax claim: 

1—T hat is is not sound economicalry. Political economists and tax 
experts have condemned it for many years as primitive and as out of har- 
mony with sound economic laws. Perhaps the most obvious objection to 
the sales tax is that it taxes without recognition of the capacity to pay. 
In other words, it levies on sales rather than on profits, though this objec- 
tion mas be offered against almost any other sort of impost except the net 
Income tax, 

2.—Thhat as applied indiscriminately to extractive and mobile indus- 
tries, the gross sales tax, while apparently allowing a pyramiding of taxes, 
does not allow these taxes universally to be shifted forward. 

3.—T hat the administration of the gross sales tax brings us face to face 
with the practical problermm of trying to fix equitable and proportional rates 
. tax as between different kinds of businesses and professions in the same 
Class. 

for imstance, a general rate is usually fixed on several classes of public 
utilities, but within thase very classes are often corporations or persons 
doing business in such a way that the general tax rate is actually a pen- 
alty. Because of this apparent difficulty, rates are fixed arbitrarily and 
ia rily allow some properties to escape their just proportion of taxa- 
lon, 

4.—T hat, as has been Shown above, the general sales tax is in reality a 
tax on Consumption, and is not altogether just, because it falls primarily 
upon the necessities of life, such as food, fuel, clothing, and shelter, but it 
is admitted that it also falls upon luxuries. 

5.—T hat the gross sales tax is objectionable because it is always easy 
for the legislature to get more money by raising the rates in the different 
classifications, usually the easiest course im tax matters. 

While universally uniform and equal taxation, with the emphasis on 
equality rather than on uniformity, is the goal, it is a hard one to reach. 
To approach equality a number of factors should be considered. An emi- 
nent writer on taxation has laid down the following seven requisites of a 
sound tax system: 

First, it must insure fiscal adequacy.. That is, it must be productive of 
sufficient revenue to meet the needs of the State. 

Second, it must be economical in administration. A tax that costs 50 per 
cent to collect is a poor tax. 

Third, it must be just and equitable in its application, so that all citi- 
zens may bear their fair share of the tax burden. 

Fourth, it must be elastic, so that-it may have the capacity to respond 
quickly to changes in the Gemand for revenue. 

: Fifth, it must be simple in its terms and in the process of adminis- 
ration. 

Sixth, it must be diversified, so that there will be a number of different 
taxes, properly coordinated, to form a unified and consistent whole. 

Seventh, it must be flexible, so as to permit the legislature to pass laws 
in keeping with changing social and econemic conditions. 

The grross sales law of West Virginia within itself meets the second, 
fourth, fifth and seventh provisions laid down above. ~ 


State Requirements as Basis of Taxation 


The tax question is always with us, and has been with all people since 
government began. It will continue solong as government lasts. Any tax 
program should be planned on the amount necessary for the State to spend 
to function efficiently, not on the policy of getting every cent possible and 
spending it. 

In my opinion, the expense of government should be distributed fairly 
on all taxable sources so that each would pay its just proportion and no 
more. That result is difficult to accomplish and rarely, if ever, prevails. 

Every class of industry. enterprise, and effort should be treated fairly 
and given to understand that it will be so treated. If all groups of tax- 

«payers understand that they will be treated fairly and equitably, the 
jealousies and apprehensions that nearly always exist among them would 
gradually disappear, and the legislature would then be in better position 
to arrive at a more just and equitable system of taxation than now pre- 
vails in the States throughout the Union. 

CHAIRMAN TRUMBULL: Following the usual procedure of the Conference 
in the round table discussion after the papers, I think we will take up the 
subjects that have been considered last. Then if we have time I think we 
might revert to the subject of the morning for general discussion. With 
your permission ] will follow the usual procedure, and call on the Hon. 
L. G. Hardman, Governor of Georgia, to lead the discussion on the after- 
noon subjects. (Applause.) 

Hon. L. G. HARDMAN: Mr. Chairman and Members of the Governors’ 
Conference, Ladies and Gentlemen: As has already been stated, the tax 
in Georgria is copied largely after that of West Virginia. But with your 
permission I should like, before I speak especialy on sales tax, to refer to 
taxes in general. What I shall say will be rather short, since the sales tax 
and the met income tax, as referred to, are both new measures in the State 
of Georwia. 

The subject of taxes has been one from the beginning of the settling of 
North America, and since she became an independent Nation it has con- 
tinued to interest and make necessary the study of it, in whatever way the 
income might be applied. 

Itake it that no people are unwilling; om the contrary, they desire to 
contribute a reasonable amount to support the interests that are fostered 
by the Nation, or the respective States. It is the desire of every true and 
loyal citizen to work to this end. 

The question which has always attracted the attention of government is 
how and under what system or plan we may, arrive at a just and fair 
source of income and distribution for the support to the State and National 
Government, and from what values this support should come, and how it 
can be equally distributed, and on what basis. 

The basis jrhaps could be best reached by proper classification of all 
the values in the State, and the revenue or income from the respective 
classes, based on the expense or cost of the met revenue from each respec- 
tive class. This problem has made it necessary for the survey and study of 
the various interests and issues to be carried on, both county, State and 
Nation. 


Unsettled Problems of State Revenue Policies 


Perhaps the basis of dissatisfaction has occurred due to the new indus- 
tries, activities and progress that have come to the respective sections of 
the. United States. It is apparent that all of the surveys and studies that 
have been> made have not reached a solutiam satisfactory to the States or 
to the United States; and there yet exists an unsettled problem as to just 
how and under what plam a method shall be put into operation in the 
respective States of the Union. ; 

With the method of simplification and reorganization, and the applica- 
tion of am economic administration, there is yet left an unsettled problem. 

The States that have made the study of State government, taxation and 
economic administration of the State's affairs are yet looking for better 
systems. It seems tome, however, that if we adhered to real simplifica- 


tion and economic administration, we could greatly reduce the continued 
agitation that still exists, and bring to the States a plan that would be 
more effective and satisfactory. 

Just what this plan might be, we are not able to say, except that all of 
the revenue, when the values have been simplified and the percentage 
agreed on, shall be placed in the State treasury for distribution by the 
States, under and by the direction of the legislature, to be subject to the 
approval of the chief executive of the State, onan executive budget. 

So, we might say thereis great simplification im State government when 
no department or no provisiom of an income is made for a department to 
be distributed by that department which becomes itself another executive 
head of State government, and also to eliminate the allocation of funds 
which itself tends to encouragre extravagance im the distribution of the 
funds by the department which receives the allocation. 

The income tax is anew measure inthe State of Georgia, and we will 
have during the month of June our first statement from our commissioner. 

The State of Georgia has had under consideration these problems, and 
now has an expert commissiom employed, who will refort early in the 
autumn to the Governor in regard to the various matters of finance and 
methods of distribution. 

Among the new methods of revenue is that of the sales tax; and it is 
my purpose to present some of the phases or plans under which the State 
is operating. It might be said, Rhowever, that it is rather new and young to 
express an opinion as to the fimal operation of this form of tax, although 
up to the present time it his seemed to meet with quite favorable consid- 
eration by her citizens. There are some elements, of course, in the act that- 
do not sem just and fair. I refer to the exemption of $30,000. 

The word ‘‘taxpayer” means any person liable for any tax hereunder. 
The term “sale”’ or “sales” includes the exchange of properties as well as 
the sale thereof for money, ewery closed transaction constituting a sale. 
The term “gross proceeds of sales” means the value proceeding or accru- 
ing from the sale of tangible property without any deduction on account 
of the cost of property sold, expenses of any kind, or losses. 

The income tax is anact to provide for levying and collecting a tax on 
net incomes in the State of Georgia to provide how returns shall be made, 
how the tax shall be paid, and to fix penalties for violating hereof, and for 
other purposes. 

There was a strong movement in this country from 1918 to 1921 fora 
Federal sales or turnover tax as a substitute for the excess profits tax and 
for some portion of the Federal income taxes. This movement failed, and 
since that time there has been little, if any, agitation for a Federal 
sales tax. 

This form of taxation was andé still is severely criticized by some of our 
economists. This, however, is true of every form of taxation. One of the 
speakers before the Senate Fimance Committee said the sales tax consti- 
tutes the last resort of acountry that finds itself in such difficulties that 
it must subordinate all other principles of taxation to the one principle 
of adequacy. "The experience of foreign countries since 1921 has demon- 
strated this statement to be am exaggeration. 


General Sales Tax as Applied Abroad 


The general sales tax in one form or another has become a major ele- 
ment in the tax system of all the important European powers except Great 
Britain. It is found ina considerable proportion of the minor European 
countries. It is a part of the (canadian Dominion tax system and is found 
in several of the Latin American countries. Germany derives 37.4 of its 
total revenue from its sales tax; France, 21.2; Austria, 24.9; Belgium, 
23.9, and Canada, 29.6. 

Among the States, West Virg@imia has made the general sales tax a Major 
element in its tax system since 1921 and this State derives 23.8 of its reve- 
nues from this source. Conmecticut, Pennsylvania, Delaware and Vir- 
ginia have for some period of time employed sales taxes with limited scope. 
During the present year Mississippi and Kentucky have enacted sales 
tax laws. 

The Georgia gross receipts or sales taxlaw was enacted in August, 1929. 
The gross receipts tax, or tax om the privilege of engaging or continuing in 
business withim the State of Georgia. This tax is imposed in addition to all 
other taxes and licenses levied by law. Every person engaged in any class 
or character of business within the State (except classes specifically 
exempt) whose gross receipts exceed the exemption allowd by law, must 
make a returm and pay a tax at the rate imposed upon such class of 
business. 

The term “gross proceeds of Sales” means the value proceeding or accru- 
ing from the sale of tangible property without any deduction on account 
of the cost of property sold, expense of any kind, or losses. The act in its 
general provisions largely follows the West Virginia statute. It is levied 
as a license or privilege tax. 

The manufacturer is taxed One-half mill on the dollar, as shown by the 
gross receipts derived from sales of articles manu factured, compounded or 
prepared for sale withinthe State. In cases where the gross receipts from 
sales are not indicative of the tr-ue value of the subject matter of the sale, 
the State tax commissioner may prescribe rules for determining the actual 
value of the manufactured prod uct. 

The tax upon the wholgaler is one millon the dollar; upon the retailer, 
two mills on the dollar; upon public utilities and amusements, three mills 
on the dollar, and uponevery other form of business, two mills on the 
dollar. The law does not apply to wages and salaries, but does cover pro- 
fessions and a¥l classes except those specifically exempted. Under the low 
rates imposed, after deducing the exemption, the manufacturr pays $35 
upon $100,000 of sales and $485 upon $1,000,000 sales; the wholesaler, $70 
upon $100,000 and $970 upon $2,000,000; the retailer and other businesses, 
$140 upon $100,000, and $1,940 upon $1,000,000 sales; utilities and amuse- 
ments $210 upon $100,000, and $2,910 upon $1,000,000. Certainly these 
rates are not sufficient tounduly burden any business. 


Revenue of Georgia From Gross Receipts Tax 
The Georgia gross receipts tax has not been in operation for a sufficient 
length of time for the compilation of accurate data and the determination 
of the incidents of the tax. ; 
The returns for the last quarter of 1929 aggrew@ated $345,757.93, divided 
as follows: 


Retailers ...... - $138,831.01 


Wholesalers ... 64,955.59 
Manufacturers . ; eee 63,256.12 
Amusements ...- a 2,917.60 
Public Utilities - 


sie 34,506.34 
Other Businesses ~ 41,271.27 


The receipts for the first quarter of 1930 decreased about $70,000 due 
to the drop in business. 

This tax has met with rather’ general approval from the business inter- 
ests of our State. It was actively supported before the general assembly 
by some of the leading business interests of the State. It reaches many 
classs of busimess that own little property, pay little, if any, ad valorem 
taxes buthave a large turnover, and in many cases earn substantial profits, 

It has been notoriously dificult to properly assess mercantile stocks and 
manufactured products and the annual turnover is usually a fairer meas- 
ure of value than the crude, vague guess of the tax assessor. 

A uniform exemption of $30,000 is allowed all classes of business under 
the Georgia act. This exemption is entirely too large. The act as origi- 
nally drafted Carried an exemption of only $5,000, and the higher figure 
resulted from differences bttween the House and Senate. 

Another compromise provisiom inserted in the act exempts “products of 
farm, including livestock, grove or garden when sold directly by the pro- 
ducer or his authorized agent, and so long as said farm products are 
handled and/or sold in their original package, and/or in original state or 
condition of or preparation for sale.” 

It creates many administrative difficulties: This exemption should be 
limited t} sales by the producer or his authorized agent. 

Another administrative difficulty that has arisen under our act is in 
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determining who is a manufacturer. By reason of the lower rate imposed 
upon the manufacturers, all kinds of business, including the sandwich- 
maker and laundryman, have attempted to come under the classification of 
a What constitutes a manufacturer should be more clearly 

efined. 

Our general assembly in 1929 also passed a net income tax applicable to 
both individuals and corporations. After the present year the gross 
receipt tax may be set off against the net income tax. This combination of 
a gross and a net tax, with the right to set off one against the other is a 
new experiment. 

We believe it will furnish a very fair and equitable method for taxing 
businesses. The business not earning a net income will pay a small tax for 
the protection given it by the State, while the business that is prospering 
and able will pay a larger tax. 

a sales tax can be more easily administered and more cheaply and effi- 
ciently enforced than many other forms of business taxation. It is not a 
cure-all in itself. If used in connection with other elements of a well- 
balanced system it may be safely claimed that a sales tax will serve to 
reach a broader and more equitable base and adjust many inequities and 
irregularities that now exist in State taxing systems. (Applause.) 


Geueral Discussion of State Tax Problems 


CHAIRMAN TRUMBULL: I should like to t i i 
: iB. : Ish ake the opportunity at this time 
- peed» teoeneen sent to His Excellency, Governor George Wn arn ‘Salt 
—: Utah: Greetings from the Green Mountain State. We trust 
e Conference will prove most worthy of inspiration, good fellowship and 


future benefit for all the States in the Union. W 

i Si - We regret that state affairs 

in Vermont prevent participation in this happy ev 
nM i ppy event. Mr. Ss. 

E. Weeks.” Mr. Weeks is Governor of Vermont. ee 


Does anyone desire to take u i i is ti 
J p the discussion on the sales tax at this time? 

Hon. FRANK C. EMERSON: I should like to ask Governor Hardman it 

a ae = $25,000 from the sales tax. 
ON. L. G. HARDMAN: For the first rt f ti 
suaee of eax hee quarter, and a reduction on the second 

Hon. ms fprvinn al this tax in lieu of all other taxes— 
upon a stock of merchandise? Is it in lieu of all ot : ? 

Hon. L. G. HARDMAN: No. — ee 

HON. JOHN HAMMILL: It is in addition? 

a - G. HARDMAN: Yes. 

ON. JOHN HAMMILL: I want to ask a question with reference . 

Nf N A s ce to - 
ernor Conley’s paper. I question the soundness of the plan in this sues: 
The notion is that a particular indusiry that might be unseccessful in 
a. ber — would be paying on gross income. I assume, also 
that that industry is also paying for physical property as ” upon 
income. Is that correct? me eee ee ae ee 

HON. WILLIAM G. CONLEY: Yes. 

HON. JOHN HAMMILL: Of course that theory gets away from the ides 
that you are going to impose a tax upon those best able to pay. It seems 
to me it would be a means of really destroying a business as distinguished 
from seeing a business succeed, if you are going to tax both the physical 
ev ape Baw —_ —?: In other words,~it occurs to me you are 
adding an additional handicap to a business that is alres i j y 
a at is already having difficulty 

HON. WILLIAM G. CoNLEY: I might explain to Governor Hammill that 
the gross sales tax is used for State purposes only. The counties or the 
municipalities do not share in the receipts of that tax. West Virginia 
levies only ten cents for general purposes on the valuation of all the taxable 
property. * 

HON. JOHN HAMMILL: What per cent of your whole tax is rais ¥ 

‘ : 2 } x is raised b; 
direct tax, upon what might be said to be visible property? ' 

HON. WILLIAM G. CONLEY: You mean for State purposes ? 

HON. JOHN HAMMILL: All pursoses. 


HON. WILLIAM G. CoNLEY: I couldn’t answer that. For State pur S 
als ° x ses 
we have the lowest tax rate of any State in the Union. When gr 


into consideration the tax for municipal and county and distric , 3 
we do not have the lowest. . mnEtet SuRpeaDS, 


The most of that ten-cent property tax goes back to the schools. About 
$2,000,000 of it goes back to the district schools of the State and is oak 
used by the State. Revenue for State purposes in West Virginia is raised 
ata wholly by indirect taxation. 

ON. JOHN HAMMILL: You have State aid for all your publi : s? 

HON. WILLIAM G. CONLEY: Where it is necessary. , oo 


for instance, 


Share of State in Property Taxes 
HON. THEODORE CHRISTIANSON: In order to clear this matter up in my 


Own mire I should like to ask Governor Conley a question. 
that the municipalities and counties do not share in the proceeds of the 
sales tax, I believe. Conversely, does the State share in the proceeds of 
the personal property tax upon a stock of goods? 

HON. WILLIAM G. CoNLEY: Only, as I said, to the extent of ten cents on 
the $100 valuation. 

HON. THEODORE CHRISTIANSON: Is that a fixed amount, or does it fluctuate 
nm year to year, depending upon the appropriation made by the legisla- 

HON. WILLIAM G. CONLEY: The board of public works lays that State 
tax on the assessed valuation of all property, but it has not exceeded ten 
cents for quite a number of years; sometimes much less.’ We laid a prop- 
erty tax on all aSsessable property under a special act of the legislature to 
build the third-unit of the capitol, five cents, which ran over a period of 
five years. 

HON. THEODORE CHRISTIANSON: From what source do you derive your 
general State revenue? F 

HON. WILLIAM G. CONLEY: From license taxes and gross sales taxes, and 
things of that sort. P 

HoN. THEODORE CHRISTIANSON: I assume the State tax upon real and 
personal property, the ad valorem tax, is the exception rather than the rule 
in the State of West Virginia; that is, you do not impose such a tax every 
year, and where you do impose it you impose it for some specific purpose. 

Hon. WILLIAM G. CONLEY: Under our constitution we so consider that 
we have to levy it, at least in some amounts. It has been as low as one 
cent on $100 valuation. If more revenue is needed for the aid of rural 
schools, we make it a little higher. But for years and years it has not 
been above ten cents on the $100 valuation. : 

HON. THEODORE CHRISTIANSON: Mr. Charman, I am strongly impressed 
with the point of view that if the State imposes a sales tax or an income 
tax, that sales tax or income tax should be in lieu of other taxation; that 
if it should impose such taxes and continue to impose real and personal 
property taxes also, it would simply afford the tax-spending bodies so 
much more money to spend. I feel that where the State enters these 
fields of taxation, it ought to withdraw from the field of general property 
taxation, leaving that to the counties and other municipalities. 

Hon. L. G. HARDMAN: I should like to state this with reference to Geor- 
gia: The ad valorem tax in the State of Georgia is five mills. That brings in 
just a little less than $6,000,000 a year. Half of the total taxes of the 
State of Georgia goes to the common schools. In other words, there is 
appropriated annually $5,003,200 for the common schools, which takes 
almost all of the ad valorem taxes. The total revenue coming in from the 
sales tax for 1930 is $11,100,000: 

A constitutional amendment will be voted on at the next election which 
will provide for the gradual withdrawing of the ad valorem tax. In other 
words, as the sales tax and the net income tax comes up, the property 
tax or the ad valorem tax for State purposes will be weeded out. In other 
words, in a few years, instead of having five mills, we will have only one mill. 

Hon. JOHN HAMMILL: Along the line of Governor Christianson’s remarks, 
unless you absolutely withdraw from one field, how are you going to pre- 
clude and prevent the entire scheme, whether it is income tax, sales tax, or 
any other tax for any purpose, from becoming an added tax as distinguished 


You stated 


‘ 


-the one field of taxation. 


from a replacement tax? Haven’t you already embarked just as far as 
you can possibly go under the present scheme of things? > I don’t care 
what form of taxation you put it in, haven’t you got the paying obligation 
just about as correct as property, business, or profession or any other source 
of income can possibly carry? 

In other words; putting it in another way, haven’t we got to put ourselves 
in the position of guaranteeing that every future tax is practically a positive 
replacement, as distinguished from an added tax? Now the question is, 
tell us how you are going to do that unless you positively get away from 
If you are going to keep the dual purposes, for 
instance, with the State, how are you going to accomplish that purpose? 

Hon. L. G. HARDMAN: It is the opinion and the general sentiment of the 
State of Georgia that the ad valorem tax should be abolished and that all 
support of institutions and schools should come through the income and 
sales tax, but that has not yet occurred. 

Hon. JoHN HAMMILL: You are going to add the income tax to your sales 
tax? 

Hon. L. G. HARDMAN: You see, they offset each other. 

Hon. JOHN HAMMILL: You have them both now? 

Hon. L. G. HARDMAN: Yes; that is to say, we have already collected the 
first quarter. The income tax in Georgia only started in June, and we 
haven’t yet gotten a report. But one offsets the other. In other words, 
by taking the difference between the sales tax and the income tax, ope offsets 
the other. 


Abolition of Property Tax Advocated 


HON. JOHN HAMMILL: I am very glad to tell you what I think ought to 
be done. There is nothing very material that has been done, because it 
has been a very serious problem in Georgia to get sufficient revenue to take 
care of the institutions and our schools. So we have placed a six-cent gaso- 
line tax. Four cents of that goes for building and maintaining roads. One 
cent goes to the.equalization fund of the common schools, which will give 
us in Georgia about $2,000,000 additional, making a total revenue of 
$7,063,200. : 

I say I believe that the income tax, so far as State purposes, not county 
and city purposes, should be withdrawn? Why should it? # will give you 
what I think is one of the prime reasons: The realty and especially the 
farmers are paying too much taxes, and they are making nothing. They 
should be relieved’of it. The invisible things—bonds, stocks, and so forth, 
what I believe to be luxuries—should take care of the support of the State 
government and her institutions. The tax on property, the ad valorem tax 
on property—I mean on farms and real estate—should be abolished. That 
is not done now, but we approach it in this constitutional amendment. We 
did it in that way'simply because we could not do it all at one time, and it 
perhaps would not be accepted if we did. 

Hon. JOHN HAMMILL: Along the lines you suggested there, with the six- 
cent tax on gasoline, suppose all-of these States should embark on a pro- 
gram of that type or character, wouldn’t you get the situation so com- 
pletely overloaded that you would reach the point of saturation in connection 
with that? ; : 

Hon. L. G. HARDMAN: What do you mean by overloading? 

Hon. JOHN HAMMILL: It would be impossible for the people to absorb 
a tax of that kind in general. 

Hon. L. G. HARDMAN: I believe every dollar from the sales of gasoline 
ought to go to the maintenance and building of public roads. That is my 
own opinion, but there are different opinions. I don’t believe that it should 
go to the common schools, but I believe we ought to provide for them from 
other sources. The money that comes from gasoline should go for building 
roads and the maintenance of them. . 

Hon. THEODORE CHRISTIANSON: You mentioned the constitutional amend- 
ment that has been proposed in Georgia. What is the nature of that? 

Hon. L. G. HARDMAN: That provides a gradual reduction each year for 
five vears from five mills to one mill. In other words, the idea is to yradu- 
ally ‘reduce the ad valorem tax now provided by our constitution. 1 think 
Georgia has one of the lowest taxes; that is what we say. The idea is to 
gradually reduce it, not to take it out of the constitution all at once. But 
it will be submitted at the next regular election. The ad valorem tax will 
be replaced, as it is gradually changed, by the sales tax and the net income 
and the other two sources as I believe it should be, myself. 


Constitutional Declaration of Tax Policies 


Hon. THEODORE CHRISTIANSON: I was going to remark, before you made 
that statement, that if we are going to trust legislatures to follow the 
policy of abandoning real and personal property taxation, our faith is 
probably not very well founded. The only way we can hope to make the 
sales tax and the income tax a tax in lieu of personal and re&l estate taxa- 
tion is to write into the constitution a specific provision prohibiting the, 
State, as such, from imposing any tax whatever on property, leaving those 
sources of revenue for the counties and other municipal divisions. 

It strikes me that the big evil of taxation is in the loading down of 
certain forms of income with levies, where the three principal forms of 
government—the State, the county, and the municipality in some cases— 
and the school district all derive revenue from taxation on real and personal 
prceperty, each imposing its levy without regard to the levy imposed by 
the others. 

We cannot help but have a situation such as we have in this country to- 
dav where it is estimated that the farm lands of America pay a tax which 
amounts to from 30 to 40 per cent of the net rental income from those 
lands. In other words, the real cause of confiscation of land values through 
taxation is the power which all of these independent and independently 
acting units of government have to imposé their burden without any regard 
to what the total is going to be after all of the units of government have 
made their imposition. 

About the only way we can get away from that is to write-into the con- 
stitution of the State an absolute prohibition of the State government 
as such resorting 'to ad valorem taxation as a form of revenue. 

Hon. L. G. HARDMAN: That is the purpose of the State of Georgia, but 
such could not have been done by the last legislature, so we accepted the 
very best thing. : 

HON. THEODORE CHRISTIANSON: It is a compromise? 

Hon. L. G. HARDMAN: Yes. I feel just as you have stated; the five mills 
should absolutely be out of the constitution ; but we are amending it, and 
we are making it so small that it does not amount to a great deal. oa 

On the question of lands and farms, I take it it is so in the W est, it is 
certainly so in the South and in Georgia; the words “farm relief” are great 
words. But I feel that the way to relieve folks is to take the burden away 
from them. The way to do it is to take off that ad valorem tax on the farms. 

Hon. ARTHUR J. WEAVER: Now about stocks and bonds? 

Hon. L. G. HARDMAN: That is what I just mentioned. = 

Hon. ARTHUR J. WEAVER: As I understand it, your constitution provides 
for a general ad valorem tax. That means tangible property as well as 
intangible property. Then these other two forms of taxation which you 
have added in the last year or two represent two forms of taxation. rhere- 
fore, your intangibles are taxed the same rate as your farms. As that right? 

Hon. L. G. HARDMAN: They are not. The constitution provides they shall 
be taxed, but they always escape. 


Nebraska’s Efforts to Tax Intangibles 


Hon. ARTHUR J. WEAVER: We had an experience in Nebraska along the 
same lines. I happened to be a member of the constitution convention 
of our State in 1920, hnd was honored by being elected president of that 
body. We submitted forty-one separate proposals and wrote a new con- 
stitution. One of the proposals related to the revenue of the State by which 
we opened the way for breaching the right or privilege of any citizen or 
any corporation. es 
We oak that during forty-five years of the State’s history, under the 





old constitution, nine-tenths of intangible property escaped taxation. The 
legislature for two terms after that constitution was enacted made an 
arbitrary rate, one-fourth of the rate of tangible property. -That called 
direct attention to discrimination as to property assessments. That was a 
failure, so far as adding revenue. 

The next legislature made it five mills. A year ago at the regular ses- 
sion we secured a new law which provided that the intangible rate shouid 
be the farm rate of the State. Farm lands and farm personal property 
in Nebraska pays 67 per cent ef all our taxes. Because there is no last 
word in taxation, we figured that if we approximated the farm rate we 
would reach it as near as we could. So on intangibles which constitute 
investments, we require the farm rate, which is eight mills. The average 
rate in Nebraska on farm land is twelve mills, but under the decision of 
the United States Court in Some railroad tax cases in our State the court 
found that farm lands were not assessed at 70 per cent of their value. 

That would bring the general rate on intangibles, constittting invest- 
ments, at eight mills. On moneys which our legislature did not consider 
as investments, more in the nature of commercial life-blood of the com- 
nmqunity and transaction of business and more in the nature of reserve, there 
was taxed a low rate of twe and one-half miils. 

Then we required a separate return of each taxpayer, whether he had 
any intangible property or not. The result was that last vear we added 
over $150,000,000 of intangibles that had never been taxed before. We 
added approximately $1,000,000 new revenue. 

Five-sixths of that goes to the subdivisions of government; one-sixth 
goes to the State, one-sixth to the county, one-third to the city or village, 
and one-third to the school district. 

We think our intangible tax law under that basis and with the separate 
returns is going to help our situation. But, just as Governor Hammiil 
sought to bring out a moment ago, unless you limit in your constitution 
the amount of State taxes, you will never reduce them. Legislatures will 
bother very little about them. That is what your constitutional amendmen: 
contemplates. 

Hon. L. G. HARDMAN: It cannot exceed five mills. 

Hon. ARTHUR J. WEAVER: As I said in my message to the legislature 
when I proposed the tax on intangibles, the alternative was an income tax 
or State tax, just as Governer Conley suggested The situation in all of 
these States is just as you gentlemen described it. I am mighty pleased to 
have heard this discussion. 

Hon. Louis L. EMMERSON: I appreciate that the sale stax in Georgia 
is in its infancy. Governor Hardman is not situated so he can definitely 
answer a lot of these questions. In your judgment, Governor Hardman, 
will it materially reduce the ad valorem tax, or will your general assembly 
use it as an inducement to appropriate that same money, at the same time 
levying the Same ad valorem tax? 

Hon. L. G. HARDMAN: It is my opinion it will reduce it. 


Property Taxation for Local Purposes 


Hon. Louts L. EMMERSON: If you raised sufficient ad valorem to main- 
tain those governments, you have a better legislature than we have in 
Illinois (laughter). 

Hon. C. C. YOUNG: I want,to ask Governor Hardman if I understood 
him to say they would abolish all ad valorem taxes, or simply ad valorem 
taxes for State purposes. 

Hon. L. G. HARDMAN: This amendment to the constitution calls for five 
mills. It cannot exceed that. That is the ad valorem tax. 

Hon. C. C. YOUNG: Will you continue the ad valorem tax for local pur- 
poses ? ¢ : 

Hon. L. G. HARDMAN: Yes. 
not fer State purposes. 

Hon. C. C. YOUNG: We have not had any ad valorem tax for pretty 
nearly twenty years in Calitornia for any State purposes at all, but still 
it is working heavy on the local subdivision 

Hon. L. G. HARDMAN: I might say this in reference to the net income 
tax and the sales tax: They are bringing out a good many of the invisibk 
property values that should | What is happening is that some oi 


It will be continued for county purposes, 


be taxed. 
the larger institutions are leaving the State. For instance, one of the 
largest institutions has gone to Virginia, and another has gone to another 
section. So that is bringing about a situation the outcome of which I do 
not know. But I will tell you that we hope to arrange it so those institutions 
will all come back to Georgia. 

Hon. WILLIAM G. CONLEY: The Governors from Minnesota, Iowa, and 
Nebraska claim that the only way to prevent an ad valorem tax on property 
is to have a constitutional amendment. That may be true in those States, 
but that is not true in West Virginia, because our tax on property was 
tormerly thirty-five cents on each $100. Now, as I said, it is ten cents on 
$100% These other taxes have taken the place of it. It is not a duplication. 

Hon. THEODORE CHRISTIANSON: That may be true-when the legislature 
is acting under the iron hand of Governor Conley, but if he is succeeded 
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by a Governor who wants to embark upon a program of spending, and the 
legislature gets a little bit of encouragement, I am wondering whether the 
budgets are not going to be increased in such a way that your old ad valorem 
rates will be resumed. 

HON. WILLIAM G. CONLEY: It was true before my day, and it is true now. 

Hon. HENRY G. LESLIE: I should like to ask a question of Governor 
Conley. How do you collect taxes on mail-order goods shipped into your 
State direct to the consumer? 

HON. WILLIAM G. CONLEY: We don’t, collect. 

Hon. HENRY G. LESLIE: I should like to ask Governor Christianson if at 
the present time he does not have the right to equalize taxes. Don’t you 
have the right to take it off farm lands? Would it be unconstitutional 
to reduce it or take it off? 

HON.: THEODORE CHRISTIANSON: We have the right to impose additional 
taxes upon other forms of income, and by so doing automatically reduce 
the ad valorem tax on real and personal property. The contention that I 
have been making is that the temperament of the average Igislature, backed 
up by boosters and boomers and optimists in every part of the State, is such 
that that would not be done. 


Connecticut Levies on Municipalities 

CHAIRMAN TRUMBULL: Is there any further controversy on the subject?, 
I might just'for your information tell you what we do in Connecticut. We 
have no imposition of ad valorem tax by the State as such, but we impose 
a blanket amount on the municipalities as a whole. 

We have been gradually reducing that one-half million dollars at each 
session, until the last session the blanket amount placed for collection from 
municipalities was one and one-half million dollars. That is paid on a per- 
centage basis of the total taxes collected in the State, with the idea that 
we by eventually abandon the idea of collecting revenue from land faxes 
as such. 

I take it that the effort of West Virginia and Georgia is to work away 
from the ad valorem tax, and they are going through the transitory stage 
at the present time. That.is about the situation, briefly stated, I think. 

Hon. ARTHUR J. WEAVER: I think what Governor Young brought out is 
really the crux of the whole taxation matter ’Most all of the taxes are local. 
That is the point you brought out. 

Hon. C. C. YOUNG: I can state in just a moment, if you care to know, 
that it does not suit us altogether, and we, like every other State in the 
Union, are working omthe tax problem. We get our State revenues from 
three sources: First, from gross receipts tax and public service corporations, 
and in return the public service corporations pay no ad valorem tax on 
their operating property in localities; secondly, from inheritance taxes; 
thirdly, from bank and corporation taxes in conformity with the last ruling 
of the Supreme Court. The reSult of it is, particularly from taking away 
the operating property from local taxation, the burden on local taxes is very 
great. We have something that you have, Governor, in the matter of in- 
tangibles, except that ours is a straight two mills. It has brought a good 
deal out of hiding, but it should bring a great deal more. 

HON. THEODORE CHRISTIANSON: I don’t think it is fair to cite California’s 
experience, because so many of Governor Hammill’s constituents have moved 
to California and died, and they have gotten the advantage of the inherit- 
ance taxes (laughter). 

CHAIRMAN TRUMBULL: We want to refer back to Governor Emerson’s 
paper on “Public Domain.” Is there any discussion on that subject? If 
not, I would suggest that this concludes the program for the afternoon. 

Hon. HENRY G. LESLIE: I don’t want you to feel that we were not in- 
terested in the fine paper which Governor Emerson gave. It has been very 
enlightening to us people further east. It has been a source of great infor- 
mation to us. I do not want Governor Emerson to feel that because we did 
not discuss it we were not interested in it. We are delighted to hear the 
conditions that some of, us from the far Fast did not know as much about 
as we do now. 

CHAIRMAN TRUMBULL: I want to congratulate vou, sir, on your very 
exceltent paper. 

Hon. ARTHUR J. WEAVER: I just wish to say that so far as I am con- 
cerned, and I think the other Governors will be in accord, as to the general 
policies outlined, in which he has followed the doctrine laid down by Presi- 
dent Hoover, the States should be in accord. I think these restrictions 
should be removed as soon as possible or as far as possible. 

CHAIRMAN TRUMBULL: At the next opportunity I presume we will refer 
back to Governor Roosevelt’s paper of this morning for discussion. I really 
fear that if we took that up now it would be rather long drawn out and we 
would not have time to discuss it adequately, which I think should be done 
at the proper time and when we have the opportunity. 

I assure you, Governor, that there will be an opportunity to discuss your 
paper in the morning. 

The meeting adjourned at four twenty-five o'clock. 


SR 


TUESDAY MORNING SESSION, JULY, 1, 1930 


The meeting convened at nine fifty-five o’clock, Hon. Norman 8S. Case, 
Governor of Rhode Island, presiding. 

CHAIRMAN CASE: It is my pleasant duty this morning, gentlemen, to 
preside at this particular session of the Governors’ Conference. I think 
you have been very kind tous who come from the very far East and from 
the coast in inviting us to preside at these sessions. 

We have a minister here this-morning; Mr. Anthony W. Ivins, 
presidency of the Mormon Church, will give the invocation. 

Mr. ANTHONY W. Ivins: Our Father Who art in heaven, before pro- 
ceeding with the business and responsibilities of the day, we come to Thee 
in humility and in faith, with gratitude in our hearts for the blessings 
which we enjoy this morning. 

We thank Thee for this opportunity of meeting here together, executives 
and representatives of so many of the States of the Union, to discuss and 
deliberate upon subjects which are of great importance to the people of this 
Government. 

Our Father Who art in heaven, we pray that Thou would look in compas- 
sion upon us, that Thou would overlook our weaknesses and forgive ou. 
transgressions and endow us with wisdom, give 4s understanding hearts, 
that in the discharge of the responsibilities which rest upon us we may all 
be moved upon and influenced by the spirit of-the Lord. 

We thank Thee for the heritage which has been bequeathed to us by oui 
fathers, who have given us this government of ours and maintained it by 
the strength of Thine almighty arm; that it has passed through all ths 
troubles and coincidences of the past in safety, and that peace now prevail: 
in our land and country. 

Father in heaven, we depend upon Thee. We acknowledge Thee. Ws 
pray that Thy protecting care may be over us. We ask that these men, when 
they shall have finished their deliberations here and journey to the south- 
ward, may be under Thy protection; that harm may come to no one, or a 
cident, but that we may all go in safety and return in peace until we shail 
finally reach the homes from which we have come. 

To this end, our Father, we humbly dedicate our service, our lives, all 
that we have to the service of God, our Father, and the people of the coun- 
try in which we live, and pray that Thy blessing may go with us in all of the 
activities of life. We ask it through Christ, our Lord, Amen. 

CHAIRMAN CASE: The subject of the morning relates to Fedcral Statute 
No, 5219, which, I understand. as interpreted hy the Supxeme Court of the 
United States, provides that the moneyed capital of national banks cannot 


of the 


be taxed at a higher rate than competing capital within the State. It prac- 
tically exempts banks from taxation, or otherwise compels the State to make 
a confiscatory tax upon its intangible personalties. 

The speaker of the morning to open the discussion was to have been 
Hon. Clyde Reed, of Kansas. Unfortunately, we all regret he is not with 
us this morning, but we are very happy to have with us Governor Chris- 
tianson of Minnesota, who will open the discussion this morning, using as 
his subject “The Preserving of the Federal Balance” (applause). 


Dangers of Centralization of Government 


Hon. THEODORE CHRISTIANSON: Members of the Governors’ Conference, 
Ladies and Gentlemen: I shall speak today on a subject which should 
have an appeal to the Governors of the sovereign States, who by reason 
of their office are charged with special responsibility for maintaining and 
defending the integrity of the States, as self-governing units in the Fed- 
eral system. I shall discuss that insidious trend toward centralization, 
that almost imperceptible but ever-continuing shift, which threatens the 
indissoluble Union by undermining the authority of its indestructible 
States. I shall urge a resurvey of the boundary lines#etween the States 
and the Nation, in order that we may determine anew where the limits of 
the authority of each lie. I shall plead for restoring and preserving the 
Federal balance. 

The subject which I have chosen involves more than constitutional in- 
terpretation. It involves more than a weighing of the comparative effi- 
ciency of the central government and the State governments in solving 
the problems and meeting the needs of the people. It involves consideration 
of the effect on the quality of citizenship of removing the scene of govern- 
mental activity too far from the people in whom the sovereign power 
resides; of the possible danger of overloading the structure of the Federal 
Government by unduly expanding and unreasonably multiplying its de- 
partments and bureaus. 8 

Ina specific and practical way, this subject touches such diverse and 
widely separated questions as whether the,Federal Government should 
give aid conditioned on State cooperation; whether the States should be 
denied the right to tax national banks on, the same basis as State banks; 
whether the Congress should establish a Federal Department of Educa- 
tion; whether the States should ratify the child labor amyg@ndment; whether 
the Interstate Commerce Commission should be permitted to use the rate- 
making power to set up trade barriers between States and sections; 
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whether a Federal law which attempts to compel the States to tax inheri- 
tances is justified; whether the public domain should be subject to State 
or to Federal administration. These are only a few of the immediate and 
special problems which lie back of the larger question. From the structural 
point of view, it is, perhaps, the most important, the most nearly funda- 
mental, question that confronts the American people at this time. 

It is the unique virtue of our Constitution that it has had sufficient 
elasticity to serve the changing needs of the people. Besides the changes 
that have been brought about by constitutional amendments during our 
nearly 150 years of existence as a Natfon, have been those modifications of 
the fundamental law, which have come from judicial interpretation, or 
from common consent. There has been an extra-constitutional shift of 
power from the legislative to the executive department. During the last 
three national] administrations there has been a shift from the President to 
the Senate, due to the determination Of the Senate to control the Execu- 
tive Department through the power to confirm or reject appointments. 
Coincident with these has been the shift from the State governments to 
the Federal Government. Such shifts may be quite as important in the 
national life as those brought about by constitutional amendment, or even 
those brought about by revolution. In fact, they are a peaceful form of 
revolution. 


Progress in Federal Encroachments 


In tracing the tendency toward centralization, it maybe wel]l to con- 
sider the following questions: 

1.—What was the relation between the States and Nation contemplated 
by the founding fathers? 

2.—What are some of the factors and forces that have brought changes 
in those relations? 

3.—What tendencies are operative today, and what dangers, if any, do 
we face? 

The fathers hovered between two fears, the fear of anarchy on the 
one hand and that of despotism on the other. They feared especially the 
despotism of a strong central government. So much did they fear it that 
after they had formed and ratified the Constitution, almost immediately 
they set themselves to the task of adopting the first ten amendments, safe- 
guarding the rights of the individual against both Federal and State en- 
croachment. 

Wisely or unwisely, the founding fathers did not fix definitely the loca- 
tion of sovereignty in the Constitution which they wrote. By tempera- 
ment and belief they were divided into two schools of thought. To one 
belonged such strong centralists as Hamilton and Madison; to the other, 
those who feared, to use the words of one of them, “‘thrat the Federal Gov- 
ernment would become a great Leviathan, reaching out and exercising 
incrasing authority.” 

Probably it was because of this wide difference of opinion in the Con- 
stitutional Convention that sovereignty was not located definitely in the 
Constitution. Madison and Hamilton realized this. In his letters Madi- 
son admitted that it was difficult to argue intelligently concerning our 
compound system of government. It was, he said, “a system without a 
model, a nondescript, to be tested and explained by itself.” So it was that 
those who wished to have the Constitution ratified followed the opportun- 
ism of Hamilton, who said that sovereignty, of course, resides in “the 
people.” Curiously the question was left open as to whether “the people” 
meant the people in.the several States, or the people of the States consid- 
ered collectively as a Nation. This was the straddle which statesmen 
practiced until John C. Calhoun forced the issue. With relentless logic he 
challenged the idea of divided sovereignty. He claimed ultimate authority 
for the States, and in 1838 offered a-resolution in the Senate, declaring 
that the Constitution was merely a compact of the States. 

I need not devote much time to a discussion of the forces and factors 
which developed out of this confusion the idea of nationhood. First, John 
Marshall, as Chief Justice, gave legal form and vitality to the national- 
istic conception and tradition during a very critical period of our history, 
when the Ship of State nearly went to pieces on the rocks of dissension 
and jealousy. Then came the Civil War, which gave solidity and perma- 
nence to the work of Marshall. The Civil War ended for all time the claim 
that a State can secede from the Union or nullify an act of Congress. 
It established forever that we are a Nation, not a confederation of 
nations; and that however the people of that Nation have circumscribed 
and restricted the powers of the national government, they can at any time 
and by any constitutional means extend and increase those powers. 


Federal Authority Stretched to Cover.New Needs 


That principle being established, further steps of centralization fol- 
lowed as a natural development. After the Civil War industry and com- 
merce grew beyond State lines and took on national proportions. Combi- 
nations and aggregations of ownership and control were created, which 
not only were Nation-wide in their scope, but challenged the power of the 
States. Then it was that the Constitution was reread and scrutinized to 
yield new and unsuspected powers to the Federal Government. Finally 
came the World War, which greatly extended operations at Washington 
and led directly to further centralization. ~ 

The constant extension of Federal power shows that legal restrictions 
and hedges do not and cannot long stand against economic and social 
needs and pressures. The real stimulus to the development of Federal 


power has come, not from: theory, but from the necessities of policy which. 


are the outgrowth of social changes. 

No one with an adequate knowledge of the Nation’s history can believe 
that this extension of Federal activity has come about through conscious 
neglect of the rights of the States or because of a purposive desire on the 
part of the Federal Government to usurp sovereignty. It has come about 
gradually, unconsciously, without plan or purpose, largely because of the 
increased interdependence and complexity of modern social and industrial 
life. 

The organization of our industrial system has been a factor making for 
centralization. Although factories are localized in certain places, they are 
dependent on other places for their markets, and often for their finishing 
processes. The iron ore of Minnesota must go into the steel mills of Gary 
and Pittsburgh, and thence into the automobile factories of Michigan or 
the implement factories of Illinois and Wisconsin before it reaches the 
status of a finished product. No community is completely self-sufficient. 
This situation has made it inevitable that the Federal Government should 
be called upon to safeguard, direct and regulate commercial and industrial 
activities. It has been easier to get action out of one Congress than out of 
forty-eight State legislatures. However much centralization may have 
been questioned legally and theoretically, it has come about in response 
to popular need and with the approval of public opinion. 

Having considered the kind of government the founding fathers in- 
tended to establish, and having enumerated some of the forces which have 
operated to change the relationships of the States and the Nation, I come 
now to the third and last question: What are the tendencies and dangers, 
if any, manifest today? 

With reference to the question of centralization, opinion seems to divide 
itself into three groups. There are those who hold that extending the field 
of the Federal Government is always necessary and always good. Some time 
ago Ernst Freund took the position that centraiizatiom of political authority 
in the United States is inevitable. Continuing progress toward the unitary 
State, he thinks, is no accident, but a necessary accompaniment of out 
industrial and commercial development. 


Theory of “Competitive Federalism” Explained 

There is another group who hold what may be called the theory of 
“Competitive Federalism.” Unlike the members of the first group, they 
believe that the States are and always should be the primary units in our 
Government, but urge that the branch of Government that can best per- 
form a function be given that function to perform. If the Federal Gov- 
ernment can better*promote public health, general welfare, or education, 
it, and not the States, should be given the task of promoting them. If this 
theory were adopted in the allocation of Government functions, its pro- 


ponents argue, the States and the Federal Government would be put upon 
their mettle, and citizens would get the benefits of competitive federalism. 

The third group consists of those students who believe in what may be 
called “cooperative federalism.”’ They urge that the founding fathers in- 
tended no such hard and fast delimitation of powers as has been assumed. 
They think that upon matters in which uniformity of legislation is desir- 
able, the Federal Government should be supreme; but where there is room 
for variety and difference the States should have jurisdiction. 

It is possible to present plausible arguments in support of any of these 
three doctrines. Each of them, however, admits of application and inter- 
pretations that would make them not only objectionable, but subversive of 
the Federal principle. Acceptance of the doctrine that continued central- 
ization is inevitable would, unless qualified, lead to the ultimate elimina- 
tion of State boundaries except as they might mark the division of the 
country into administrative units, and place us at the mercy of a bureau- 
— government at Washington, with ever-increasing powers and func- 

ions. 

Acceptance of the doctrine of competitive federalism would lead to 
endless confusion; for with the inequality of standards of administration 
which must obtain among forty-eight States, there would always be a 
question as to whether the State or Federal Government could best per- 
form a function. If one State were exceptionally proficient in administer- 
ing its system of schools and another State exceptionally deficient, should 
education become a Federal matter simply because the Federal Govera- 
ment could administer schools better than one State, although perhaps 
worse than the other? Instead of putting States “on their mettle,” would 
not the natural result of an application of the principle of competitive 
federalism be to remove all incentive for excellence in State administra- 
tion and hasten the process toward complete centralization? 


Conflicting Views on Legislative Uniformity 


Acceptance of the third doctrine, that of cooperative federalism, would 
raise some embarrassing questions, and probably lead to an unnecessary 
and dangerous extension of the functions of the Government at Washing- 
ton. Desirability of uniformity in legislation does not in itself justify an 
extension of Federal powers. In the first place, there might not be una- 
nimity of opinion among the States as to the desirability of uniformity. 
Congress has declared, in effect, that every State ought to tax inheri- 
tances. Personally, I think every State ought. Florida dissents, declar- 
ing that she should be permitted to decide for herself how to raise reve- 
nues, so long as in raising them she does not infringe on the constitu- 
tional rights of her people. Leaving to the Supreme Court the determina- 
tion of the constitutional questions involved, is it wise for Congress to 
pass a law which, directly or indirectly, compels a State to impose upon its 
people a tax they do not want, merely to satisfy a demand for uniformity? 
Acceptance of the theory that the Federal Government should exercise 
authority whenever uniformity of legislation is desirable would suggest 
the enactment of Federal marriage and divorce laws. Indeed, would it not 
suggest that a national crime situation demands Federal laws defining 
crimes, and providing for their penalties? Would it not result in the 
eventual assumption of all police powers by the central government? It 
is admitted, of course, that in many fields-of legislation uniformity is de- 
sirable. But cannot the uniformity best be secured through the enact- 
ment by the several State legislatures of identical laws, and should not 
each State be its own judge of the suitability of such laws to the needs of 
its people? : 

What, then, should determine the line of demarcation between the State 
and the Federal Government? Can any principle be laid down which will 
serve to guide us when new proposals for the extension of Federal author- 
ity are made, or must each such proposal be considered from the stand- 
point of its immediate expediency only? 

I believe that it is sound political doctrine that every question which 
concerns one State only, should be decided by the people of that State, 
without suggestion of interference from the Federal Government or from 
any other State. 

I do not believe that any State is justified in surrendering to the Fed- 
eral Government, nor that the Federal Government is justified in taking 
over from any State, any function, unless (1) the exercise of that func- 
tion is essential to the national welfare, and (2) the function is such that 
it cannot be exercised with reasonable efficiency by the State. 

Most of the acts and measures by which Federal authority was ex- 
tended in the past have met these tests. Some of the proposals and prac- 
tices of the last decade do not meet them. Let it be understood that I 
approve of the-laws that have been enacted giving the Federal Government 
power to deal effectively with so-called big business. National business 
needs national control. But while I approve of measures by which busi- 
ness is regulated wisely and controlled firmly, I emphatically disapprove 
of the numerous and petty regulations with which little bureaucrats in 
Washington annoy and harass business, big and little. 


State Coercion by Federal Aid Policies 

I also disapprove of the practice of offering Federal subsidies as_a spur 
to State action. I disapprove of it because it is an attempt to coerce the 
States into doing something which the States would not do on their own 
volition. I disapprove of it because it will, unless checked, lead to the 
establighment of a great bureaucracy which, acting through Federal 
agents, inspectors and regulators, will shape the policy of the States in 
their local concerns, not according to the needs of each State, but accord- 
ing to the rigid and unchangeable theory of seme political appointee a 
thousand miles away. I also disapprove of the fifty-fifty practice because 
of the burden it places on the taxpayers. In 10 years, Federal subsidies 
have increased from less than $6,500,000 per year to more than $110,- 
000,600. For every dollar so paid out, another dollar must be raised by 
the States. If the vogue of matching money continues, we shall soon see 
the taxing power of the States mortgaged in advance to support projects 
determined and controlled at Washington. It is too much to expect the 
abandonment of dollar-matching projects already undertaken, and I am 
not advocating it; but let every State which wishes to be self-governing 
and self-respecting stand firm against the enactment of any more. laws 
that give the Federal Government a lien on the State’s sovereignty. 

I would differentiate between Federal grants which are conditioned and 
those which are not. Those which are not conditioned involve no sur- 
render of State sovereignty. The States will not object to receiving a 
share of therevenues of the Federal Government if the acceptance of 
those revenues does not involve turning the control of State concerns over to 
Federal authority. We will accept, and welcome, additional Federal funds 
for roads, but we do not want the Congress to use such additional funds 
as a club to compel the States to accept a highway program directed from 
Washington. 

Dur States are individualities within themselves. They have been aptly 
called “the pivots around which the whole American system revolves.” In 
their diversity lies the strength of America. By contributing variety of 
experience in democracy, they stabilize the Republic. Observers have 
repeatedly pointed out how fortunate it is that the larg@ number of Common- 
wealths in the American Union permits one State to experiment for the 
other forty-seven. Such opoprtunity for, and practice of, experimentation 
on the part of the States makes variety and progress possible; but they 
would be forfeited under centralization. 

In this connection, I would say that the proposed secretariat for the 
Governors’ Conference would furnish a valuable and necessary vehicle for 
the dissemination among all the States of the experience gained by each 
of them. Not only would it provide the means to effect such uniformity of 
State policy as would remove many of the excuses for further centraliza- 
tion, but it would be an organizatio rough which the States could fight 
unnecessary and unwise federalization. In order to secure unity of action 
against the usurpations and pretentions of the mother country, the Thir- 
teen Colonies created committees of correspondence. The Governors’ 
Secretariat would be a Committee of Correspondence through which the 
forty-eight States could effectively oppose the usurpations and pretensions 
of the Federal Government. It is my conviction that the States must have 
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a definite program and pursue a Concerted course, if the Federal system, 
with its definite allocation of functions between the States and the Nation, 
shall be preserved. 

In this country we do not want any of the cumbersome machinery so 
necessary in a too highly centralized government. It would ill serve an 
efficient industrial life. 


Popular Exaggeration of Powers of Government 


When a government is removed too far from the people, the people are 
prone to feel that it is all-powerful. Their imagination plays upon it and 
invests it with a potency it does not have. They shoulder upon it all sorts 
of duties in. the belief that it has magical powers of performance. They 
assume that any evil can be cured by passing a law or issuing a proclama- 
tion. A people that puts too much confidence in legislation leans upon a 
slender and fragile reed. Government cannot take the place of the indi- 
vidual; it cannot supply the lack of personal responsibility. Vigilance is 
the price, not only of liberty, but of efficiency. People who put too mucn 
trust in government too often relax their own initiative. They “let George 
do it,” and George falls down on the job. If you want a thing well done, 
do it yourself. lf you can’t do it yourself, hire some one who is close 
enough to vou so you can watch him while he is doing it. The way of 
progress and security in government, of freedom and democratic accom- 
plishment, lies in a strong local government backed up and operated by 
alert, vigilant citizens. 

The danger of extra-constitutional changes by which the nice balance 
between the State and the Nation might be disturbed, was foreseen by 
George Washington. In his farewell address to the American people he 
saidi 

“The necessity of reciprocal checks in the exercise of political power by 
dividing and distributing it into different depositaries and ‘constituting 
~each the guardian of the public weal against invasions by the others, has 
been evinced by experiments ancient and modern * * * To preserve them 
must be as necessary as to institute them. 
“If, in the opinion of the people, the distribution or modification of the 
constitutional powers be in any particular wrong, let it be corrected by an 
amendment in the way which the Constitution designateg. But let there 
be no change by usurpation; for though this in ene instance may Be the 
instrument of good, it is the customary weapon¢by which free govern- 
ments are, destroyed. 

“The pregedent must always overbalance in permanent evil any partial 
or transient benefit which its use can at any time yield.’ 

And 65 years later a son of Illinois, who shares with Washington th: 
proud fame of being “first in the hearts of his countrymen,” declared that 
“to maintain inviolate the rights of the State to order and control, unde: 
the Constitution, their own affairs by their own judgment exclusively, is 
essential to the preservation of the balance of power on which our institu- 
tions rest.” (Applause.) 

CHAIRMAN CASE: Proceeding immediately to the assigned program, we 
have next the discussion of Bank Taxation under Section 5219 of the Fed- 
eral Statutes, by Mr. Thornton Cook, who is president of the Columbia 
National Bank of Kansas City, Missouri, Governor Caulifield’s State, and 
Chairman of the Committee on Taxation of the American’s Bankers’ Asso- 
ciation. Mr. Cook. (Applause.) é 


f Banks Under Federal Statute 


Mer. THORNTON CooK® Your Excellencies, Ladies and Gentlemen: I have 
listened with admiration, as have you all, and at many points with agree- 
ment, to Governor Christianson’s able address. Certainly there is in it 
food for thought for every citizen of America jealous of local liberties. 

I have this difficulty in referring to what the Governor has said on the 
question of national bank taxation, and the difficulty is fundamental. 
There is here the question of a Government agedcy that has existed for 
more than 60 years, which has every evidence of continuing life, and 
which for its support requires, in my judgment, the application of the 
prince iple of congressional limitation upon the power of the States to tax 
a Federal agency. 

In my work of 2 half dozen years as Chairman of the Tax Committee of 
the American Bankers’ Association I have formed many warm friendships 
with representatives of the States, and always before that friendship gets 
beyond the border of acquaintance they ask me why did Congress ever 
attach conditions to the permission it gave the States to tax national 
banks and why does it deem it necessary to continue the limitations? His- 
torically the question is rather easily answered. In 1864, when the provi- 
sion referred to by Governor Case, was first written into the National 
Bank Act, the experience of Andrew Jackson with the Bank of the United 
States was less than a generation old, and there seemed to many people to 
be danger and, in my judgment, there was real danger in 1864, that if the 
States were given power without limit to tax national banks, they would, 
many of them, on account of local jealousies and misconceived fear of 
the moneyed power, tax out of existence an agency that had been created 
to help fight the Civil War and especially to furnish the people of the 
United States what they did not have then, a stable currency. 

Ot course, I admit that particular feature is out of the picture now. 
The national banks still issue currency but comparatively little to the vast 
amount of Federal Reserve notes which make up almost all the money we 
now circulate. National banks are more numerous and, of course, make 
up the largest membership of Federal Reserve banks. The currency issu- 
ing feature of the Federal Reserve banks is only one of the spheres of the 
Federal Reserve banks to the people of the United States. If you are willing 
to do away with the Federal Reserve banks or even to say that member- 
ship of national banks in the Federal Reserve System should no longer be 
compulsory, I should agree with you that the question of the Federal 
agency has disappeared, and there is positively no reason for maintaining 
in the National Bank Act the power, on the part of the States, to tax the 
national banks. But can you do it? 


Taxation 


Membership Avoided by Small State Banks 


Let us see about how the membership of the Federal Reserve banks is 
made up. On January 1 of this year there were, if I remember rightly, 
about 8,500 members of the Federal Reserve banks. Something over 7,400 
of them were national banks, leaving something over 1,100 State bank 
members. Of these national banks, I am sure I am right in this, over 2,000 
were banks of $50,000 capital or less, and only 244 State banks were in 
that class. 

In other words, if you deem it wise and desirable that the Federal Re- 
serve bank should be a national system reaching the people intimately, 
because of the membership of the small local bank in that system, you will 
have to continue compulsory membership of the Federal Reserve banks, 
because judging by the perfect analogy of the national system, the 
State banks would not go in unless compelled to do so. The State banks 
that are members are almost alt of them large banks in large cities. The 
inference is inescapable that if national bank membership were not com- 
pulsory for every one of the national banks it would only be the great 
national banks in the same cities that would go in. 

Perhaps you may remember the controversy around the Federal Reserve 
banks when the system was established. There was a great body of opinion 
that four banks would be better than twelve. Many went further and said, 
“If you limit the membership to the banks in our three or four greater 
cities the system would function more efficiently than if membership were 
made compulsory and there were twelve banks, one in each important 
economic area of the country. Economically, it might have been so. 
although many of us do not think so. Technically, the system probably 
would have functioned perfectly. But whether the Texas cattleman, the 
Utah fruit grower and the Kansas wheat raiser would have been as 
well cared for, they weren't so sure from their own experience. I think 
they would not, but I -think it was well that Congress did provide twelve 
banks, made national bank membership compulsory and so brought to almost 
} . even the smallest ones, direct touch with 


all of the towns 
this great syste: its need so muct: in war and in peace. 


~ 


This is the first opportunity, so far as IT know, that a banker, not a mem- 
ber of your distinguished body, has had to come here and talk to you about 
the viewpoint of banks about taxation. In these remarks I can scarcely 
distinguish between the taxation of national banks and the taxation of 
State banks. In most States and under most conditions, State bank taxa- 
tion will be pretty well limited by.the taxation you impose upon naional 
banks. Contrary to what many of you suppose, banks do not seek a pre- 
ferred position respecting taxation. 

If sometimes they have seemed to do so, I should like to have you think 
this over. You won’t agree with it at once. I don’t expect you to. Later 
on, if my time holds out, I shall show you conclusively, I believe, that 
banks in most of the general property taxed States have suffered grave 
injustice—and don’t quarrel with me when 1 say this—and it has left 
them under a corroding sense of injustice. When some of those States 
violated Section 5219 as it stood until 1923 by granting competing moneyed 
capital lower rates than imposed on national banks, the banks then for a 
few years have taken advantage of that situation. They believe in their 
own minds that they have merely, as it were, been getting even for exces- 
sive taxation for preceding years. It hasn’t been a wrongful desire to beat 
the State and get away with something continually, because I sa¥ to you— 
and I know it—that national banks and State bands, too. wish to pay their 
tull, fair and just share of the revenues of the States. We know that two, 
three or four mills, which some*of the States impose upon competing 
moneyed capital, in order to bring it on the tax roll at all, is inadequate. 
You can’t get it there at general property tax rates. We know those rates 
are not enough taxes for banks to pay. We know, too, that the aggregate 
of taxes is not coming Vown; it is going up. We know the revenue needs 
of the States are, therefore, going to grow. 


Usefulness of State and Local Public Service 

Governor Dern has referred twice during this Conference to the very 
vreat usefulness of State and local administration to the American people, 
which teaches them far more intimately than the Administration at Wash- 
ington can do. We have the agricultural experiment stations, for without 
them how could we combat the,boll weevil, the corn borer, and the other 
insects that are a menace to farm growth? Then there are hospitals, sani- 
tation and sewage. The decline in the death rate from tuberculosis and 
typhoid fever are alone worth all the taxes we pay. 

A year or two ago a Kansas cattleman came into my office one day 
almost foaming because out on his ranch in Kansas in that township they 
levied some taxes to send out a bus to bring the children to school. On 
the same day a rich city resident of Kansas City came to my office equally 
incensed because they were putting in a swimming pool in the high school. 
But we want the rural children educated, don’t we? That is an American 
tradition, and responsible for much of American greatness. As far as 
that high school was concerned, my daughter attends that school and 
swimming, of course, is as much a part of education today as anything 
else, so 1 could agree with neither of my visitor, 

The question of tax raising, it being assured that the aggregate is not 
coming down, therefore, it seems to me, is a question of broadening the 
tax base and distributing revenue. 

I told you that I would bring up some figures to prove my point that 
hanks have been in the past greatly overassessed as compared to other 
forms of property. Governor Byrd of Virginia said to you at the last Con- 
ference that in almost every State of the Union real estate was grossly 
under-assessed. That was the conclusion of the State Tax Commission of 
Utah, and, by the way, the report of that Commission is one of the most 
admirable that has ever been put out in any of the States. Professor 
Jensen, of the University of Kansas, whom Governor Reed of my neigh- 
boring State of Kansas where | grew up at the business, quoted in your 
proceedings, said that so far as the general property tax was concerned, 
the contention of the banks could not be avéided that they had been over- 
assessed as compared with other forms of property. 

That also is true when you come to measure the taxes levied upon banks 
by their incomes relative to other forms of property, and at this point I 
will turn to a statistical table that has been calculated by the American 
Bankers Association from information supplied by the United States 
Bureau of Internal Revenue. It is a table, necessarily, for those corpora- 
tions only that reported net income, showing a proportion of taxation, 
other than Federal income, absorbed by taxes levied upon various compa- 
nies or corporations for the United States as a whole for the year 1926. 
They were the latest figures available at the time we made this computa- 
tion. We haven't taken absolutely every class of corporation, but enough 
to give a fair lineg@n those corporations that may be said to compete for 
capital with national banks and State banks. The question of whether 
capital should flow into one corporation or another can pretty readily be 
sniead by the figures shown in the table. 

In that year, for corporations that reported net income to the Bureau of 
Internal Revenue, State and local taxes absorbed 10 per cent of the income 
of manufacturing corporations; 12 per cent for trade; less than 8 per cent 
for corporations engaged in the trade of stocks and bonds; about 7 per 
cent of finance corporations; about 7 per cent also of other finance corpo- 
rations, that is, a group that lumps in loan companies, building and loan 
associations, mortgage companies, insurance agents, foreign exchange, 
and so forth, and the average for the whole group was 10.40 per cent. 


Tax Absorption of Incomes of Banks 


The same sort of taxes, State and local, absorbed 18 per cent of the 
income of national banks; 21 per cent of State and private banks; 14.5 per 
cent of the trust companies and savings banks, a total for the banking 
group of 17.5 per cent as against 10.40 for the other corporations. 

What is there, do you suppose, in the banking business, that could make 
it to the public interest to exact two and one-half or three times as much 
of their earnings from banks as from finance. companies, net incomes from 
all sources including the income from the national banks that receive from 
Government bonds and other tax exempts? Or nearly twice as much ag 
from manufacturers? Or half as much again as ffom trade corporations 2 
Obviously, nothing at all. It isn’t justifiable, and it has wrought grievous 
harm to the public. 

The attitude of the taxing authorities has been wrong. I wonder if I 
may tell a personal story to just show you what that attitude has been? 
My father was cashier of a country bank in Kansas, and my little brother 
used to go down every day and get a nickel from him. I remember how 
my mother took my father to task. “You ought not give the boy a nickel 
every day of his life. He buys chewing gum and candy with it, and they 
aren't good for him.” 

He answered: “The little fellow comes in and sees money piled all over 
the counter, and if I didn’t give him a nickel he would think I was stingy.” 

_That, I think, has been the attitude of many taxing authorities. They 
see by the papers statements of vast wealth in the banks, and they believe— 
honestly, I think—that they can dip deeply without hurting anyone. So 
when I use the word “discrimination” I don’t mean the taxing authorities 
have done conscious wrong to the banks. That attitude has been delib- 
erate, but the taxing authorities have thought it was right, and I therefore 
don’t accuse them of any moral wrong. 

I used to wonder when I went down to the State Tax Commission at 
Missouri under the former administration how a State officer could look me 
in the eye and say he didn’t consider banks were assessed more highly than 
other forms of property, when I knew perfectly well he didn’t think that, 
and he knew well that I knew he knew. When I took out of their own 
files the statistics of the assessed value of the various tracts of real estate, 
as compared to the sale prices, and the percentage as worked out by them, 
I don’t see how they could still.say that banks were not overassessed. 

The attitude has been wrong, and it is because that attitude still persists 
that I maintain if Congress gave unlimited permission to the State to tax 
national banks, the injustice that I think I have proved to you would be 
continued and accentuated, and the results would be terrible. 

What of the result of the discr’mination that has so far existed? We 
had 5,640 bank suspenstone in the United States in the years 1921 to 1929 
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Jnexperience was trying to meet the problems of deflation without sufficient 
capital, without enough accumulated surplus for a buffer. In a great. many 
of these suspensions—no one could ever say how many—the deficiency of 
capital and of surplus was due. to just this type of taxation I have been 
describing, the general property ad valorem: taxation of bank shares at 
the general property rates. You can readily see how it works. 

A young man wants to start a bank, and the problem, of course, has been 
most acute through the Middle West, where there were small banks. He 
knows that he will be taxed two, three or four per cent ad valorem on his 
shares, and naturally he puts in the least capital that he thinks he can 
get by with, the least capital that will attract depositors to his bank and 
give them at least the illusion of security. When he makes a little money 
he pays out almost all of it in dividends rather than pile up the rest for 
still more taxation. That works very well while they are on the up-grade 
of business. When a bad year comes, one or two of his loans get into bad 
shape. It doesn’t take much to impair the position of a bank with $10,000 
or $25,000 capital, or in the cities where the minimum is $200,000. By. and 
by, one bank fails—two, three, or one thousand banks, and you have the 
wrecked happiness.and divided lives that follow bank failures; little chil- 
dren going without Christmas presents, and the larger ones going without 
their education. ; 

If you think that I have been fancying something, just to make an argu- 
ment, I am going to give you some official proof: _ , i 

Appearing before a Committee of the Wisconsin Legislature in 1927, 
Bank Commissioner Schwenker of that State said: ‘There are some banks 
in Wisconsin who ought to increase their capital stock for the benefit of 
the depositors, and the moment they raise the capital stock of that bank, 
their taxes may be doubled. In other words, in order to make their deposi- 
tors more safe they practically. have to give their profits up entirely.” 
Mr. A. A. Schram, Superintendent of Banks in the State of Oregon, in- 
formed me in May of this year that the ad valorem tax on banks, until 
recently effective in Oregon, had been detrimental to the capital and sur- 
plus of the banks and had lessened the protection of the depositing public. 
Banks were actually penalized, he said, if their capital structure was in- 
creased and their surplus built up. A _ proposed legislative measure 
making surplus increases mandatory was killed in committee, while the 
old law was in force, because of the ad valorem tax penalty on bank sur- 
plus. A similar bill passed by the Michigan Legislature about two years 
ago was vetoed by the Governor because of the disastrous increase it 
would make in the ad valorem taxes of the banks. And even in Minnesota, 
the Bank Commissioner, Mr., A. J. Veigel, recommended to Governor 
Christianson that bank taxes be related to their income. 


Restraints on Expansion of Bank Capital 


From a mass of like testimony I have on file from active bankers, I have 
selected two specimens. Edward Elliott, Vice President of the Security 
Trust and Savings Bank of Los Angeles, second in size only to the Bank of 
Italy, speaking recently at a conference of bankers on the tax question, 
and referring to the old ad valorem tax law of California, said: “We 
then had a capital and surplus that was in excess of all legal require- 
ments. Our deposits were around 25 times our capital. And we thought 
that perhaps we should increase our capital, and for a period of two or 
three years at intervals we would take up the discussion of the increase of 
our capital in the officers’ meetings. Every one of those meetings ended 
with the conclusion, “No, let’s let this rest a while because it will cost us, 
to begin with, $14,500 for every $1,000,000 of capital that we add to our 
capital structure.” 

My last witness on this point is a man many of you know, banktr and 
publicist both, ex-Governor Paulen of Kansas. His testimony is all the 
more convincing because he favors an amendment of Section 5219. He 
knows the effect on bank capital of ad valorem taxation at general prop- 
erty tax rates and full book value assessment. Governor Paulen said at 
the same conference: “There isn’ttany question, Mr. Chairman, but that 
excessive taxation on banks has held down the capitalization and the 
surplus of banks in my State and has caused more bands to fail, in my 
opinion, than any other one thing that has happened in Kansas. We have 
had very few failures from the inside, and the average bank in my State 
loans conservatively. Frozen assets very seldom will cause a bank to fail 
in Kansas. While we are tied up occasionally with the farm crops, 
usually the next crop more than makes up for the failure of the year 
before. Failures occurred because of the fact that taxes are so high that 
the banks feels like paying out what little money it makes to its stock- 
holders rather than increase its capital and surplus.” 

Nobody can ever know how many banks that closed poe have got 
through the depression if they had gone into that period with the addi- 
tional capital and surplus that most of them would have provided in the 
good years but for the tax penalty they would have had to pay. Certainly 
such declines of commodity prices as we saw after 1920 would have caused 
many failures. But the banks would have had better buffers, and much, 
very much, of the misery, the broken lives and the wreck of happiness that 
followed the thousands and thousands of bank failures would have been 
spared our generation. 


Income Tax as Solution of State Problems 


I don’t know whether. you are asking for any constructiVé suggestions. 
I want to offer not a suggestion but merely a prediction—that before long 
many more States will be looking to the income tax as perhaps the way 
out of this difficulty, it is so fair and flexible and of itself solves so many 
problems, and examples of its success are so unmistakable and so illumi- 
nating. I know what is in the minds of many of you. You are afraid that 
if you put an income tax in your State the other States will get the indus- 
tries; maybe they would. Maybe a young industry that is looking for a 
location might be glad to know that if it came into your State where the 
taxation would be according to income, you could get by the first few 
years while it was establishing its position, with little or no tax to pay. 
I don’t argue that. It isn’t necessary for the purpose of the discussion 
this morning. There are other ways of establishing parity of taxation as 
between banks and other corporations without putting them all on an 
income basis. The State of Massachusetts has been doing it for seven or 
eight years. Although in that State they tax business, manufacturing and 
trading corporations:in several ways and banks only one, they have a very 
simple formula worked out by which they can see to it that the taxation 
of banks absorbs no more of their income than is taken from other corpora- 
tion’ in all forms. ss 

Usually sincere, well informed men, can agree upon questions between 
them, but not always. _I am very glad to tell you that in May of this year 
the Committee of which I have the honor to be the Chairman, of the Amer- 
ican Bankers’ Association, did agree with representatives of a body called 
the Association of States on Bank Taxation. The bill then prepared has 
been introduced in Congress by Mr. Goodwin, of Minnesota, as H. R. 
12490. 

It is a long bill, and at first isght it looks complicated, but it is not com- 
plicated. By the way, I thought, perhaps, I might slip copies of that bill 
into the boxes for all of you, but recalling that at other conventions I 
found myself unduly weighted down with distributive matter, I thought I 
would leave the copies on the stenographer’s desk. Those of you who 
wish can pick up the bill which has been analyzed by the General Counsel 
of the American Bankers’ Association. 

You will agree with me, I think, after you have studied it that it is not 
a complicated bill; certainly not complicated in all that it has todo. The 
best way to study it is to read first those paragraphs and subparagraphs 
that affect your own respective States. If you are working under the 
uniform ad valorem property tax, you needn’t read the bill at all, because 
there is nothing in it that will change the situation. If you are using, or 
wish to use the principle of taxing intangible property at low rates, you 
will find by this bill that you can do that in your State if you will look 
out. for two things: First, you must see to it that the taxes you impose 
upon banks and their chief competitors are equal and parallel, that is, that 
taxes are levied at the same rate upon the shares of banks, the shares of 
other financial corporations, and upon the net assets of individuals, 
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partnerships and associations employed in- the banking,-loan or invest- 
ment business. . : 

The other point right there is that you will see to it that you do not take 
a greater percentage of the income of national .banks by State and local 
taxation—speaking of national banks as a class—thay you take as a class 
from mercantile, manufacturing and trading corporations. Pi 

Section 4 of the bill provides the mchinery for effectively carrying that 
provision into effect in States that haven’t that machinery now. In gen- 
eral, the simple plan which has been successful in Massachusetts for 
many vears is followed. 


Legal Methods of State Taxation of Banks 


If, likewise, you are taxing banks according to their net income, there 
isn’t a line in the bill that you need read. The system isn’t changed. If, 
however, vou have been imposing an excise upon banks as the States of 
New York and Massachusetts, Washington, Oregon and California have 
done, and if you fear, as there may be ground to fear, that the case of 
MacAllen v. Massachusetts, decided a year ago, makes it no longer possi- 
ble to include tax exempt income in the measure of excise, then you should 
read Section l-c. That gives permission to the States to impose upon the 
shareholders of banks, and, of course, the banks would pay it, a specific 
tax which would be measured by the total increment per share to the capi- 
tal, surplus and profit account of the bank for the year. That, of course, 
in the absence of direct contributions to the shareholders, which are ex- 
cluded in the provisions of the bill, is exactly equivalent arithmetically to 
income from all sources. 

Fear has been expressed by some that {t would be open to the objection 
which led the Supreme Court to declare that an exercise measured by all in- 
come could not be levied on a Massachusetts trading corporation, but the 
ablest lawyers seem to distinguish these, because this is not a tax upon 
the bank but upon the shareholders, and that with the identity of the 
shareholders the interest disappears in the process. 

I am inclined to think myself, as a layman—and, perhaps, I have no 
right to an opinion except as one who has studied these questions for 
many years—that it will stand up and, if so, it will solve whatever prob- 
lem New York, Massachusetts and the three Pacific Coast States have. 

If I may summarize what I have said this morning, it is about this: 
National banks, as membérs of the Federal Reserve Bank, are ‘more 
essential agencies of the Government than they ever were. 

i > gal property has been under-assessed, and so banks have be@n over- 
axed. 

Excessive taxation results in small capital and surplus, and so has 
played a part in thousands of bank failures of recent years. 

Bank taxation has been excessive because of the mistaken conception 
many tax officers have of banking, and their consequently wrong attitude 
toward bank tax assessments. 

Because of this attitude, Congress must still attach conditions to the 
permission it gives the States to tax national banks, but the conditions 
expressed in the new Goodwin bill, H. R. 12490, can be readily satisfied. 

Under it you can tax intangibles as you wish. You can tax our bank 
shares, or our income, or our dividends, or bank income and stockholders’ 
dividends both. 

If there are conditions, these, it seems to me, are in the interest of 
bankers and public both, one as much as the other. We ask only fairness 
and understanding, and as one-who has worked for years that understand- 
ing might come, I thank your Excellencies for listening this morning to 
this exposition of the position Of the banks. (Applause.) : 


State Problems of Bank Taxation 


CHAIRMAN Case: Next on the program is “Problems of Taxation Under 
Section 5219,” by Hon. George H. Sullivan, State Senator of Minnesota, 
and Chairman of the Tax Committee of the State Senate, and Chairman of 
the Tax Commission of Minnesota, Governor Christianson’s tSate. Mr. 
Sullivan. 

Hon. GEORGE H. SULLIVAN: Mr. Chairman, Your Excellencies, Ladies 
and Gentlemen: I was a bit nervous at being the last on the program. I 
though perhaps I might be left to soliloquize on this subject. It reminded 
me of a story of a dear old friend of mine named John McCarthy of Still- 
water, where I came from. John was in the habit of soliloquizing, in 
other words, talking to himself. One of his friends said to him, ‘Say, 
John, why is it that you are always taking to yourself?” 

“Well,” he said, “in the first place, I like to talk to a sensible man; in 
the second place, I like to hear a sensible man talk.” 

That story is not applicable to me at all, but perhaps might be more 
applicable to my friend Mr. Cook who has just given us a very fine exposi- 
tion of the bank tax matter from the standpoint of the bankers. 


I understand there isno subject so dry as that of taxation, unless it is 
the Eighteenth Amendment. This subject of taxation is so dry that it 
excites very little public interest, but it is likely that this subject of bank 
taxation, dry as it is, may get warmed up and a little friction will make it 
a burning question. 

I should think no subject is more important for consideration by a 
Governors’ Conference than that of State taxation of national banks. If 
is akin to the subject that was discussed here yesterday to the great en- 
lightenment of many of us who come from States that do not have the 
peculiar burdens of the eleven public land States. They are under the 
tutelary guardianship of a central government at Washington and they 
resent it. And I say that in this matter of the State taxation of national 
banks, the States are under the guardianship of the Federal Government, 
and they have every right to resent the usurpation. 

There are many phases of this subject which time will not permit me 
to cover*upon this ‘occasion. 

You had a very notable address given to you at your Confeernce in New 
Orleans on October 29, 1928, by the Hon. Theodore Christianson, our Min- 
nesota Governor. For the things I may omit in this discussion, I refer vou 
to that address as a very carefully though out and thorough analysis of 
the entire question. 

Now, just what is this bank controversy and how does it come about? 
It has been raging with great violence for nine years, and it comes about 
by reason of something to which Mr. Cook referred in his address, a hold-_ 
ing by Chief Justice Marshall more than 100 years ago to the effect that 
the then existing United States Bank was, like the Post Office, an instru- 
mentality of the Federal Government and, therefore, not subject to be 
taxed. Now, at the time that decision was rendered it was true as said by 
Chief Justice Marshall in his decision, the power of a State to tax was 
unlimited and was, therefore, the power to destroy the subject of the tax. 


Limitation of State’s Power to Destroy Bank 

In 1864, when the question arose in Congress, when the existing na- 
tional bank system was formed, the power of the State to tax was still 
unlimited and, therefore, power to apply that tax to any person or prop- 
erty was still, as Chief Justice Marshall had said, the power to destroy. 
I think we would all admit without controversy or cavil that it would be 
an improper thing to lodge in the State the power to destroy a national 
bank. 

But a few years later the Fourteenth Amendment to the Constitution 
was adopted and since that*time, and for more than fifty years past, the 
power of the State to tax has been limited by the Fourteenth Amendment, 
so that it is no longer the power to destroy, but the power to tax must 
be exercised upon persons and property in the same general class equally. 

When Congress authorized the State taxation of national banks, it 
authorized a tax upon the value of the shares of the national banks at the 
geenral property tax rate, or the so-called ad valorem system. That is a 
system that whatever its inequalities or imperfections is based upon the 
idea that the humblest citizen who owns a small home, the farmer, the 
business man, and every form of property is valued, and when the total 
expenditures of the tax district are arrayed in a budget and the amount 
necessary to be raised’ im that district ascertained, the rate is found by 
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relating the budget to the value of the property as applied to the property 
of every citizen whether he be a banker, a farmer, home owner, a laboring 
man, one who rents, or whatever. ; 

The system that is thus described is the geenral property tax system 

applicable by and large to all the property in every taxing district in 
every State in this Union and has been since the inception of our Govern- 
ment. Notwithstanding the varied theories the tax experts and the pro- 
ponents of particular tax plans may bring out, you will find upon analysis 
that no State can get along without the general property tax system 
applicable to ail. , . 
_ Many States have tried devices such as they have in the State of Cali- 
fornia, and we have in some States the income and excise tax, which I will 
direct your a*tention to later, but the necessary amount to run all the 
activities of the local government, the police, the municipality, the schools, 
the county government and the State government cannot be reached by 
any income or ary excise tax plan, or upon any other basis except the ad 
valorem basis. 

To illustrate, 1 the State of Minnesota under the general tax system we 

raised $150,000,000 annually. Now, under the Federal income tax system 
Minnesota con*ributes $50,000,000 to the Federal Government. ; 
_ What does thet mean? It means that if we were to attempt to apply the 
income tax exclosively in Minnesota we would have to multiply the 
existing Federal rates by three in order to equalize the $150,000,000 
raised by the ad valorem tax. So that we may rest assured that we are 
going to have the general property rate tax in effect so long as we live. 
and, perhaps, r2ny years longer, and whatever new forms of taxes are 
devised they ave going to be additional to the general property tax rate in 
Some respect. 


Difficulties of Levying on Intangibles 


You have been told something about the low rate tax on intangibles, 
such as notes, bi nés and mortgages, and you have been told that the States 
that taxed those intangibles at a low rate, such as three to five mills on the 
dollar, have thereby forfeited their right to collect bank taxes because 
Such intangibles ~ere in competition with the capital of the banks. 

In the many years of exprience the States have had in taxation, there is 
one experience common to all, one proposition upon which no student of 
taxation and no economist differs about, and that is that you can’t tax 
notes, mortvages, bonds, book accounts, bank deposits, and other forms of 
intangibles by applying to them the general property tax rates. They 
simply are ot such a character and so elusive that the assessor cannot 
reach them tor taxation. 

So many of the States, finding themselves face to face with an insoluble 
problem ot that character, devised the low rate, the flat mill rate of tax on 
intangibles, and many States passed laws wholly exempting mortgages, 
such as Calitornia and other States. ; 

It was found in actual practice that the application of two or three or 
four mill rate < n intangibles of that nature resulted in bringing into the 
treasury many times the amount that was attemped to be raised under 
the old property tax. The bringing in of those amounts by taxation of 
that kind upon those intangibles benefited every taxpayer, including the 
banks but there was an especial benefit to the banks because when the 
general property rate tax was applied to intangibles, the socks, the old 
vases and the other receptacles in which much of the money was hid were 
brought out 2 were only subject to the ad valorem confiscatory rate of 
taxation. The lower rate of intangibles brought money into the banks and 
helped their busicess, and helped everybody’s business. 

Nobody eve r supposed, until a few years ago, that when a school teacher 
walked into a bank and bought a bond from that bank, paid the bank $100 
fer it, paid ioar cr five per cent interest, took it home and laid it away as 
a part of her savings that the money she paid for that bond was in compe- 
tien with the bank. And yet in 1921, in the case of the Richmond Bank 
the U nited States Supreme Court held, which in theory is true, that every 
dollar invested in moneys and credits, notes and mortgages loaned out in 
the community where the bank existed, if in substantial amounts, was in 
competition with the bank, and, therefore, that the tax on the bank shares 
~~ not be at a higher rate than the tax upon the note of the school 
eacner. 


Capital Investment in Bank Stock and Intangibles 

_t am not here to criticize the decision of the Supreme Court of the 
United States, but as indicating which should be a proper policy for Con- 
“ress or any legislaure to pursue on this matter, I should like to take up a 
few moments your time in making a comparison of capital invested in 
the shares or a bank and capital invested as personal loans in the mere 
inert notes, bonds, mortgages, and other tangibles of that character not 
used in a business like a loan business. 

In the first place, if you take, say, a three mill tax on notes and mort- 
gages and apply that tax to the property of the bank there will be no com- 
plaint on the part of those who claim that the banks are not properly or 
adequately taxed at this time. 2 

When the shares of a bank are taxed, and that is the only way they can 
be taxed or ever could be taxed under the law, what is taxed? It isn’t the 
eutire property ot the bank, nor the entire capital of the bank used in the 
business, but it is the net capital of the bank, the amount of money paid in 
for the shares or the bank by the shareholders, and that is all. 

Now, that bank has deposits, say ten times the amount of its shares. It 
has assets, and what are they? Its assets are notes, bonds, securities, all 
intangibles of precisely the same nature as the bond of the school teacher. 
The bank has ten times the amount of such intangibles, on the average, as 
the money paid in for its shares, and if you were to apply a three or four 
mill tax upon the assets of the bank without deducting the liabilities, just 
is you apply the intangible tax to the entire gross amount of the notes oi 
the individual, then there would be tax equally in the ownership of in- 
tangibles by the individual and of intangibles by the bank. That could be 
brought about, and that would necessarily be the law and the rule of taxa- 
tion if you were to amend Section 5219 by a simple amendment in relation 
to the ad valorem tax on shares which would read. ‘The property of a 
national bank may be taxed but at a rate no higher than the rate applied 
te property o1 a similar character to that owned by the bank.” 

Ir that isn’t fair and if that isn’t just, if that isn’t reasonable, I would 
like to have someone on behalf of the banks suggest a reason why it is not, 
and suggest a reason why that solution should not be applied in the ques- 
tien of the ad valorem taxation of bank shares. I have never heard it 
criticized except by a very distinguished lawyer. I made the suggestion to 
him offhand in a conversation. He had been counsel for the American 
Bankers Association for many years, and for many other banks, and he prob- 
ably knows more about the law relating to the taxation of national banks 
than any other person on the continent. He said, “That sounds reasonable.” 
Then he took his pencil out and figured a little while. “No,” he said, “we 
couldn't do that. The taxes of the National City Bank of New York would 
be increases 19,000,” I wasn’t interested in that. I saw it was no use, 
that we couldn't get any further with a compromise on that basis. 

So I apprehend that however just, however reasonable, that method of 
taxing national banks would be, how little it could be criticized, when we 
get down to Comgress nobody will give it to us. 


or 


Burden Under Rising Tide of Taxation 

_ There is a common ground that all tax payers might assume, and there 
is one thing we must all assent to, and that is that the tide of taxation has 
peon ene irom year to year at an alarming rate, and we are all unduly 
surdened, 

_ T have n abt in the world that the banks whose statements are pub- 
lished in the newspapers disclose the actual accurate condition of their 
assets and liabilities, and I have no doubt that they have, perhaps, suf- 
fered a little more than any other form of tax payer. But, my friends, let 
us not forget the real estate which doesn’t require to be published in a 
newspaper; it.is there every day to look at. 

What,about:the owners,of the farms,ig,the United States? ,What. about 


‘ 


the owners of homes in the United States? They are the ones whe have 
really suffered from a great overburden of taxation, if there have been 
any who have suffered, more conspicuously than any others. 

If the bankers and all other tax payers would only get together upon a 
program of limiting tax expenditure, checking this evil at its source so 
that irresponsible bodies could not make contracts for school houses and 
fer the thousand and one things that they seem to think are required by 
municipalities and by counties and by States, and by all the other taxing 
districts; if, instead of attempting among tax payers the one to shift the 
burden on the other, leaving the total the same as before, only to be borne 
by a smaller number of tax payers; if the efforts of the bankers to shift 
the burden of bank taxation from their shoulders had all been devoted to 
an association every State in the Union having for their purpose the 
curbing of public expenditure and the lessening of the total tax burden, 
we would all be better off. I hope that day will come. 

Bankers say, and I think Mr. Cooke said this morning, that bank shares 
shouldn’t be taxed at any higher rate than intangibles of the notes and 
bonds class, although he admitted that it wasn’t adequate to make ade- 
quate taxation if so taxed. He said that a bank share was an intangible of 
the same class as a note. 

I should like to say in reply that you might as well compare the shares 
of Armour & Company with the hogs and cattle of the farmer, or the 
shares of the great cream of wheat corporation with wheat in the bin of 
the farmer or the elevator. There is no possible comparison between 
capital invested in the shares of a bank where the opportunities to do the 
business are of the character of the bank, where profits are not limited, 
where profit on the whole in fairly well managed banks runs two, three, 
four, five, six and even as high as twenty times as much as the interest on 
: note. Where the bank is in business all the time and attracts ten times 
as much money in deposits, which it loans out to the public and gets in- 
terest upon, by a mere statement of the character of the business of a 
bank with the inert note, bond or mortgage, or whatever it is, that indi- 
cates that it is an absurd claim that bank shares in taxation should be 
related in any way at all to mere intangibles. 


Bank Shares Escape Under Ad Valorem System 


We are told this morning, and I have been told a great many times, 
“You can’t use the ad valorem rate of taxation.” Perhaps I had better 
tell you another reason why you can’t use the ad valorem system of taxa- 
tion. If you use the ad valorem system of taxation in a State that has a 
low rate on intangibles, you may not tax the bank shares at any higher 
rate, and that is a virtual escape from taxation. 

There are many States which still adhere to the old general property 
rate tax on everything. There are the so-called ad valorem States. Their 
constitutions prohibit the classification of property for taxation. So the 
result is that they don’t reach intangibles at all except in the isolated cases 
where a note or mortgage or bond is found in the estate of someone de- 
ceased, and in the hands of a trustee, or is found in some other way so 
that it becomes of public record and is reached by the assessor for taxa- 
tion. When it is reached it is virtually confiscatory. 

So it is the exception and not the rule through which intangibles are 
reached in the general property rate taxes. 

In Oregon the other day, to complete the picture of destruction of the 
ad valorem system of taxation of national bank shares, the Federal Court 
decided that when a State does not in fact tax and reach for taxation in 
actual practice on these intangibles, for that reason the taxes on national 
banks are void. So we have reached the point in the attempt to tax 
national banks on the ad valorem system that we cannot tax them at all if 
they resist. We tax them only by a gentleman’s agreement, or we fail to 
tax them at all. Or we do as they have done in the great State of Pennsyl- 
vania for over fifty years, tax them at a rate of four mills on the dollar, 
where the farmers in that State pay an average of thirty-two mills. I 
wonder why that question does not become a burning question in the 
State of Pennsylvania. South Dakota has a similar low rate, three or four 
mills tax on bank shares, which amounts to no taxation at all. 

They tell us, “Well, now, Congress in 1923 and 1926 gave the States 
power to tax national banks upon their income,” and fearing that the 
income tax was not going to be sufficient they gave them power to tax upon 
the excise plan, excise which would be measured by net income. 

Nobody was ever able to distinguish the difference between an income 
tax on net income and an excise tax levied according to or measured by 
net income. But we were told in a hearing down at the House Committee 
on Banking and Currency, held in 1929, by the distinguished counsel of 
the American Bankers’ Association that there was no doubt in his mind 
but that an excise tax measured by income was greatly superior to a net 
income tax because it was not levied directly upon income but measured 
by it. The States could thereby be successful in reaching the income of 
the banks upon United States securities, municipal and State bonds. 


Inadequacy of Excise Tax on Banks 


We who are opposing the theory of the bankers that every State ought 
to have an income or excise tax method of taxing national banks denied 
that idea, and a few months later, May, 1929, the Supreme Court of the 
United States in the case of MacAllen v. Massachusetts held that not- 
withstanding it was called an excise tax instead of a net income, and not- 
withstanding it was measured by net income instead of being levied di- 
rectly upon it, no matter what form of words was used, in effect it was 
tax upon the income, and that no part of the income arising from United 
States bonds or from municipal or State bonds could be so taxed. 

That is the primary reason the so-called income or excise tax as related 
to national banks is inadequate. Why? Because, as we all know, a very 
large proportion of the income of banks, much larger than any other simi- 
lar proportion of the income of any ordinary individual or institution, is 
‘composed of income upon tax exempt securities. 

There are several other reasons why the income and excise methods are 
not adequate. One is a peculiar limitation in Section 5219 governing the 
taxation of banks entirely, which says that if a State uses one method of 
the three main methods that may be used, that is exclusive of the use of 
any other. In practice, that means if a business corporation is taxed on 
the income or excise plan in a State it is not an exclusive tax so far as 
that corporation is concerned; but the State also applies to that corpora- 
tion the general property tax. 

In the case of the bank you can’t do that. If you tax according to its 
income, you can’t apply any further tax, so it is not adequate. It isn’t 
reasonable. It isn’t fair as between the citizens of the State where the 
bank is located. 

Something has been said about the excise tax in the States. “By their 
fruits ye shall know them.” Massachusetts had the ad valorem bank tax 
system in 1922, and under it there was paid in total bank taxes, State and 
national banks, for the year 1922 $4,370,845. In 1927 under the excise tax 
plan as applied to all banks the total revenue was $833,017, roughly, about 
25 per cent. National banks alone in 1922, $2,784,204; excise tax, $515,- 
578, about 20 per cent. 

Those figures I have read you do not reflect the decision in the Mae- 
Allen case. If the MacAllen case had been decided before 1927, undoubi- 
edly, those figures, so far as the tax upon banks is concerned in the excise 
year, would have been cut down 15 or 20 per cent. 

In New York State the rate is fixed by statute at 41% per cent of the net 
earnings of the banks. Mind you, that 4% per cent cannot reach a single 
dollar arising as income to the bank from tax exempts. Contrast that rate 
with the rate that Congress itself authorizes upon the national banks of 
the District of Columbia, a rate of 6 per cent on their gross. I wonder if 
anyone who is familiar with the business of any corporation, or all kinds 
of business, will say that a 41% per cent rate upon the net income—net 
income, mind you—of a bank compares favorably with the net income that 
is taken from business men, from home owners, from faiamers and corpora- 
tions by their payment of the ad valorem taxes. 

Some of the figures that we got in Minnesota showed that corporations 
there paid as high as 40 to 50 per cent of their net income. In Wisconsin, 
under, the,income tax. method the taxes; were reduced to jabout 25 to, ol 
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per cent of their former amount, and that is without any regard to the 
exception of tax exempts. 

In California under one year’s operation of the excise tax, according to 
the figures given me by Mr. Dixwell Pierece, Secretary of the State Board 
of Equalization, the contribution of the banks was reduced from $4,766,000 
to $600,000, or one-eighth of what bank taxes had been the year before 
under the ad valorem system. 

Oregon and Washington have inaugurated the excise tax system. No 
figures are available from Washington because it has never gone into 
operation. It was only enacted something about a year ago, and the other 
day the Supreme Court of the State of Washington in a decision held 
that the excise law enacted there was unconstitutional because of offend- 
ing against the State Constitution of Washington. There are no figures 
available for Oregon that I know of. 

This decision of the Supreme Court of the State of Washington brings 
sharply to mind the disposition of the States upon this subject. Every 
State, with perhaps one or two exceptions, by its State constitution, limits 
taxation, so that it is uniform, or uniform upon the same class of subjects, 
the object of such constitutional limitation being to bring about approxi- 
mate equality in taxation with respect to property and persons in the same 
classes. ° 

Now, I think we have demonstrated to you that in its actual application 
as defined by the Supreme Court ot the United States, Section 5219 cannot 
bring about anything but inequality in State taxation of its own citizens in 
respect to capital of the same character, and as respects various citizens. 

We have no means of adequately, fairly taxing national banks upon the 
ad valorem system until we tax them at three or four mills, which is the 
rate applied to intangibles. I think I have demonstrated to you that by the 
income or excise methods we have no adequate or fair or reasonable 
means of taxation of national banks. So it is clear to us that Section 5219 
is sadly in need of amendment. 


Heavy Loss of Revenue Entailed by Tax Question 


This story could be enlarged ad libium. I am not going to trespass 
upon your time, but I would say that it is a very conservative statement, 
that the States and various communities of the States have lost over $30,- 
000,000 in the last nine years by reason of this complicated, difficult tax 
situation that only Congress can relieve the States from. I say that under 
those circumstances, as a practical matter, the Congress of the United 
States is unfairly usurping the rights, the sovereign rights of the State to 
tax what is essentially private property. When you go into any city or 
village in this Nation, on one side of the street you will see a national 
bank; on the other side of the street you will see a State bank. Is there 
any difference? In actual practice, if you were on the witness stand you 
could swear to but very few points of difference except that the charter of 
one is granted by the State and the charter of the other is granted by the 
National Government. 

Capital seeks a profitable investment. Where capital thinks it is more 
profitable to engage as a State bank it does it, and where it thinks it is 
more profitable to be a national bank they do that. 

I am not going to take the time to tell vou about the losses of the States. 
Each of you, I hope, each of the great Executives here assmbled will take 
this matter up your with State Tax Commission and inform yourselves. 
Fortunately, there are many States where the bankers have not defended 
against their taxes or challenged the right of the State to tax under the 
ad valorem system. There was only one bank in the State of Minnesota 
where there was a decision against the State. The other banks, when the 
decision in that case came down from the Supreme Court of the United 
States in March, 1927, 264 out of 271 national banks of Minnesota came to 
the legislature and voluntarily agreed in writing to pay their ad valorem 
taxes on the same basis for the next two years, provided the legislature 
would not repeal these salutary and beneficial low rate taxes on intangi- 
bles and registry tax on mortgages. They thought the repeal of those 
laws would destroy the financial structure of the State and would be a 
public calamity. 

We thought at the time if we repealed those laws and put bank shares 
and intangibles back on the general property rate tax we would solve the 
difficulty. But the Oregon decision of the Federal Court has shown us 
since that it would not have been a solution. 

But two years later, in 1929, 80 per cent of the capital of the national 
banks of Minnesota renewed that agreement, hoping that Congress in its 
wisdom would enact a proper amendment which would solve the whole 
situation. 


Now, there is the great State of Illinois. That is an ad valorem State. 
I don’t know of a single bank in Illinois that has resisted the payment of 
taxes. When we would write to Illinois, that is our commission, to try to 
enlist them to cooperate with us in an endeavor to get the amendment, 
they would say: ‘‘We have no tax problem.” When we write to Texas the 
result is the same, and many of the other States. So, of course, it is a 
very difficult thing to get all the States to cooperate. 


Study of Problem by Minnesota Bankers 


The bankers of Minnesota made a very constructive suggestion, and 
while I am here, will you permit me to pay a tribute to the wisdom and to 
the public spirited, patriotic bankers of Minnesota for their attitude on 
this bank question? We have collected nearly $8,000,000 in the last four 
years solely by virtue of their own voluntary agreement to pay those taxes. 
They suggested that a commission be appointed by the legislature to study 
the question and to endeavor to find a solution of it, and such a commis- 
sion was appointed; $7,500 was appropriated for the expense. We employed 
a secretary and special counsel. We took the matter up by correspond- 
ence with every tax commission and tax official in the United States. 

We have carréed on an extensive and an intensive campaign for the pur- 
pose of informing the other States, for the purpose of being informed 


about the condition in other States, and for the purpose of attempting to 
get Congress to move in the matter and amend Section 5219 so that, as to 
ad valorem taxation of national banks, there would be a fair and reason- 
able method authorized. 

We care nothing about the excise tax or nothing about the income tax, 
and we don’t believe that either one of those systems can be used as an 
adequate remedy in the matter, and we don’t care anything about this 
specific tax. It has been suggested by my dear friend Mr. Cooke. 

Without wearying you as to the activities of that, committee, without 
wearying you as to the difficulties we encountered, and there are many, it 
is enough to say that after repeated conferences beginning in September 
1929, lasting through the entire Winter right up to the very day that the 
bill we had introduced was brought on for hearing, we agreed to compro- 
mise this situation and to accept an amendment to Section 5219 which 
would give the States using the low rate tax on intangibles a reasonable 
method of taxation upon the ad valorem basis, taxing bank shares. 

It isn’t a perfect bill. I don’t think the bankers are entirely satisfied 
with it, and I know the representatives of the States, many of them, are 
dissatisfied with it. The representative from Connecticut, Mr. Blodyett, 
wouldnt’ agree to it. Mr. Harvey, from Vermont, wouldnt’ agree to it, 
and Mr. Randall, attorney for the Tax Commission of Kansas, wouldn't 
agree to it. 

I don’t know whether the bi!}] will give relief to Kansas or not. Kansas 
has a peculiar constitution, and it is somewhat between the devil and the 
deep sea, between the limitations of its own constitution and the limita- 
tions of Section 5219, whether as they now exist or in the compromise 
bill. Mr. Cook has explained this compromise to you. It permits States 
having low flat rates upon mortgages, moneys and credit, notes, bonds or 
other intangibles, to tax the shares of banks on the ad valorem system, 
and the rate is not limited by the rate on those intangibles, but it may be 
a higher rate. That is the virtue of the compromise bill. It is a great step 
in the direction of the solution of this bank tax problem, because it wipes 
out this artificial, arbitrary, absurd claim that the share of a bank is com- 
parable, for purposes of taxation with a mere inert note. There is one 
thing sadly wanting about the bill. However, it doesn’t apply to Minne- 
sota, but it does apply to States like Illinois and other States operating 


~jurely upon an ad valorem basis in the taxation of all property and not 


having low rate taxes on intangibles. They have no relief from the pres- 
ent situation, but it is within their power to relieve themselves. But in 
order to do so. some of them have to amend their constitutions and then 
provide for a low rate tax upon intangibles. Then they will be permitted 
to tax the bank shares on an ad valorem basis. 


Restrictions on Absorption of Net Profits 


The limitation which is proposed in the compromise bill is this: You 
cannot take or the State cannot take on the ad valorem basis, a larger pro- 
portion of the net profits of national banks than the proportion which is 
taken for like taxation from business corporations, generally, in the State 
bears fo their net profits. The bill is said, by those who haven’t studied it, 
to be very complicated, but I think it will work out, and I think it will be 
a great step in the right direction. 

However, it is my thought that the subject of State taxation of national 
banks addresses itself peculiarly to the Executives of the States, and I 
would hope that as a result of this Conference the Governors might take a 
little more interest in the question and inform themselves through their 
tax commissions and tax officials as to what should be done. To my mind 
the States would do well if they would follow the example of Minnesota. 
We appropriated $7,500 for this special tax commission in 1927. We fol- 
lowed that in 1929 by an appropriation of $25,000. But Minnesota could 
not do the work-alone if our legislature appropriated $500,000. What we 
really need is to be equipped, the State as a whole, something like the 
American Bankers’ Association. i 

They have an association in each State, a State association. They have 
a committee on taxation and on legislation in each State, and in Washing- 
ton, they have men who watch everything that is done. We ought to have 
a man in Washington. 

He ought not to be the representative of one State; he is of no use there 
unless he represents a large number of States. His salary ought to be 
paid pro rata by the States. The States are vitally interested in the 
matter, and they will continue to be vitally interested in the matter. 
It affects the power of the State to tax private property. 


To my mind Congress has unduly invaded the province of the States. 
If you are going to get the final relief that you ought to get, you ought to get 
it by a simple amendment that would provide that the tax upon a national 
bank should not be greater than the tax on a State bank, or by an amend- 
ment which would provide that the State might tax the property of the 
bank precisely as they tax the property of the widow who has her mite 
inyested in a note, or they might do as was suggested by Mr. Luce of the 
Banking Committee of Congress, make a simple amendment which would 
say that banks should be taxed in a fair and reasonable manner and 
without discrimination as against the banks, in favor of any citizen or 
corporation of the banks. 

I esteem it a very high privilege tc have the opportunity to address this 
Conference of Governors. Like all those who are guests here, we appre- 
ciate to the very bottom of our hearts the hospitality that has been 
tendered to us so lavishly and generoously by the City of Salt Lake and 
the wondrously beautiful State of Utah, to which we all hope we may in 
due time return. (Applause.) 

CHAIRMAN CASE: May I express, on behalf of the Governors assembled, 
a very sincere appreciation for this very interesting and enlightening dis- 
cussion of this very big subject. 

We will have to postpone any discussion on these subjects, gentlemen. 

If there are no further announcements, I declare this session adjourned 
until 9:30 tomorrow morning. 

The meeting adjourned at 11:55 o'clock. 


WEDNESDAY MORNING SESSION, JULY 2. 1930 


The meeting convened at ten o’clock, Hon. John G. Pollard, Governor of 
Virginia, presiding. 

CHAIRMAN POLLARD: The Conference will come to order. 
in prayer by the Reverend Mr. Hunt. 

REVEREND MR. HUNT: We pray Thee, Almighty and Eternal God, Jesus 
Christ, who hast revealed Thy Glory to all nations, to preserve the works 
of Thy mercy, that Thy religion being spread throughout the whole world 
may continue with unchanging faith in the confession of Thy name. 

We praise Thee, O God of might, wisdom and justice, through Whom 
authority is rightly administered, laws are enacted and judgment decreed, 
assist with Thy holy spirit of counsel and fortitude the President of the 
United States, that his administration may be conducted in righteousness 
and be eminently useful to Thy people over whom he presides, by en- 
couraging due respect for virtue and religion, by faithful execytion of 
the laws, and justice and mercy, and by restraining vice and immorality. 

Let the light of Thy divine guidance direct the deliberations in Con- 
gress, shine forth in all the proceedings and laws framed for our rule and 
government, so they may tend to the preservation of peace and promotion 
of national happiness, increase of industry, sobriety and useful knowledge 
and perpetuate to us the blessings for equal liberty. 

We pray for his Excellancy the Governor of this State, for the Gover- 
nors of all states, the members of the assemblies, judges, magistrates and 
other officers appointed to guard our political welfare, that they may be 
enabled by Thy powerful protection to discharge the duties of their station 
with honesty and ability. 

We recommended, likewise, that cur brethren and fellow citizens through- 


We will be led 


out the United States may be blessed with the knowledge and sactified in 
the observance of Thy holy law, that they may be preserved in union and 
in that peace which the world cannot give, and after enjoying the peace 
of this life, we may be permitted to enter life eternal through our Lord 
Jesus Christ. our Savior. Anjien. 

CHAIRMAN POLLARD: First on our program this morning is the address 
of the Hon. H. S. Caulfield, Governor of Missouri, on “The Hawes-Cooper 
Bill.” Governor Caulfield (applause). 

Hon. H. S. CAULFIELD: Mr. Chairman, Fellow Governors, Representatives 
and Friends: When the Secretary of the Conference asked me to suggest 
a possible subject for discussion by the Conference, I suggested the 
Hawes-Cooper Law, and what may be done to meet the difficulties imposed 
by it upon the States. 

Ordinarily, one suggesting a subject for discusgion may be suspected 
of having a special knowledye concerning it, and a desire to air that 
knowledge. The situation is quite different in my case. I fully realized 
the seriousness of the problem foreed upon my State by the law, but had 
no clear idea as to how the problem was to be solved. 

So I suggested the subject with the naive thought that if it were 
brought up for discussion among so many able chief executives, I might 
go home with the matter wholly solved and settled, without any effort 
whatever on my part, except to come here and listen. So you can imayine 
my consternation when I was invited to lead the discussion. 

Now I feel a good deal like Will Rogers says former President Coolidge 
felt when he was asked to address the farmers of Minnesota. Rogers said 
that Coolidge said to the farmers, “Farmers, you are in a hole. I can't 
help you get out of the hole, but I will get in it with you.” 
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So that is a good deal my situation here today. You are all in a hole, a 
great big hole that you have been shoved into by the Hawes-Cooper Law. 
I am not here to get you out of the hole, but if it is any satisfaction to 
you to know it, Missouri is in the hole deeper probably than any of you; 
at least as deep. 

However, I have been very much aided by letters that I have received 
from the Governors, who, in response to my inquiry, have written to me 
on the subject, telling me of the situation in their own States. 

The original objective of prison labor was punishment. Even now, in 
many states, part of the burden of the sentence is “hard labor.” 

That objective is now obsolete. Nevertheless, it is universally recognized 
that the prisoners must be furnished with useful and profitable employ- 
ment. 

With the idea of punishment eliminated, the purposes of such employ- 
ment of prisoners are threefold: (1) To train the prisoner to be self-sup- 
porting upon his release; (2) to protect his mental and physical health; 
and (3) to lighten the burden cast by his wrongdoing upon honest folks 
who must pay the taxes to support him. 

It may be said to be the unanimous opinion of penologists all over the 
world to keep prisoners in idleness would be the worst thing that could 
happen to the prisoner, and to the prison administration. 

There can be no justification for idleness in our penitentiaries. The in- 
terests of capital and labor, as well as the interests of society in general 
are best served when the men and women who are confined in penal and 
reformatory institutions at State expense are employed at profitable labor. 


Various Systems of Institutional Industries 


_ The systems in vogue in the several State penitentiaries have been des- 
ignated as the contract system, whereby the convicts are hired out on a 
per diem basis to private contractors; the public account system, whereby 
the State itself conducts its own industries, employing its convicts therein, 
and sells its products in the open market, or to private manufacturers or 
dealers ; the public works system, whereby the State uses its prisoners in 
building roads and other public works; and the State-use system, under 
which the State uses its convict labor in production solely to supply the 
needs of the State and of its various political subdivisions. 

In Missouri the contract system is abolished, and in the main we follow 
the public account system. To some extent we also follow the State-use 
system, although this is in its infancy. 

There are some 4,000 inmates in the Missouri penitentiary. Of these 
some 2,400 are employed in the twine plant, shoe factory, broom factory, 
furniture factory, the textile industries, farms, quarries, and other outside 
revenue-producing activities. 

About 1,000 are engaged in activities necessary to the operation of the 

prison, such as health, sanitation, preparing and serving food, hauling, 
lighting, heating, power, laundry and ice-plant operations, repairs, educa- 
tion, religion, music, recreation, and so forth. About 700 are incapacitated 
for service because of physical or mental disability or incorrigibility. 
; The cost of maintenance of the Missouri penitentiary at the present time 
is about $97,000 per month, and 65 per cent of this cost is paid out of the 
earnings of the industries and general prison operations. The prison popu- 
Jation has been increasing from year to year, and it is fair to assume that 
the problem of finding employment, even without the Hawes-Cooper Law, 
will become more pronounced. 

The Hawes-Cooper Law provides, in part, that on and after Jan. 19, 1934, 
“All goods, wares and merchandise manufactured, produced, or mined, 
wholly or in part, by convicts or prisoners, * * * or in any penal or re- 
formatory institutions, * * * transported into any State * * * and re- 
maining therein for use, consumption, sale or storage, shall upon arrival 
and delivery in such State * * * be subject to the operation and effect of the 
laws of such State * * * to the same extent and in the same manner 
as though such goods, wares, and merchandise had been manufactured, 
produced, or mined in such State * * * and shall not be exempt therefrom 
by reason of being introduced in the original package.” 

We may assume the constitutionality of the law. It is largely patterned 
after the Wilson Act, which provided that shipments of liquor, upon arriv- 
ing in a State, were subject to the laws of that State if offered for sale, 
even though in original packages. The Wilson Act was sustained as a 
proper exercise of the power of Congress to regulate interstate commerce. 
On the same reasoning, it is probable that the Hawes-Cooper Law will be 
held to be constitutional. 

Missouri’s commissioner of industries takes a very gloomy view of the 
prospect. In a letter to me dated June 11, 1930, he said of the Hawes-Cooper 
Law: 

“The passage and approval of this act in my opinion was a death-blow 
to the industries now operated at the penitentiary and it will no doubt 
affect even the operation of the farms, as it is the general opinion that it 
affects not only the merchandise that might be manufactured in the peni- 
tentiary, but also farm products if we should attempt to ship and sell them 
in violation of the provisions of the act. The act is even at this early date 
affecting the manufacture and sale of merchandise in the textile industries.” 

His feeling is shared by some of the Governors who have been kind 
enough to give me the opinions of their prison authorities concerning the 
effects that may be expected from the Hawes-Cooper Act. 

Governor Gardiner of Maine wrote that contract labor at the State prison 
has stopped, a shirt manufacturer has withdrawn, and adds: “It is a very 
serious problem to find employment for our men.” 

“We are very much disturbed about it,’’ Governor Trumbull] of Connecti- 
cut informs me, while V/arden Reed said: 


Law Destroys Prison Industries of Connecticut 


“The officials of the Connecticut State prison view with alarm the prob- 
able results of the Hawes-Cooper Law. To have our major industries swept 
away at one stroke by this law is, to say the least, not encouraging, as it 
has taken years of study to bring these industries to the present state of 
efficiency. What are we to be offered in return? 

“Idleness for a considerable number of inmates, dissatisfaction and 
unrest. Much of the rioting and unrest so prevalent in many of our penal 
and reformatory institutions over the country is caused through enforced 
idleness.” 

Governor Ritchie of Maryland says: 

“We are very much concerned about the situation in this State. In fact, 
we are already having difficulty about the renewal of some of our prison 
contracts.” 

The prison officials of Alabama anticipate that the State will have to 
close two prison-operated cotton mills, which now produce sixteen million 
yards of cloth yearly. 

Governor Sampson of Kentucky writes: 

“Our Board of Charities and Corrections, which has charge of our pris- 
ons, is experiencing great difficulty in finding employment for the inmates 
because the contractors have surrendered and are threatening to surrender 
many of the men and to cease to manufacture goods because they cannot be 
shipped in interstate commerce.” 

West Virginia already is suffering serious financial losses as a result of 
the Hawes-Cooper Law. Governor Conley says: y 

“The passage of the act has cost and is costing the State approximately 
$7,000 a month. It was necessary at an extraordinary session of the legis- 
lature to appropriate $100,000 to make up a deficit, though the institution 
in the past has been self-supporting.” 

Governor Charlton's office advised me that the shirt factory in one of 
Florida’s prisons already has been closed on account of the Hawes-Cooper 
Law, and that even more serious results are anticipated after the measure 
takes effect. : 

Happy is Nevada! Her chief executive, Governor Balzer, writes: 

“Nevada produces no prison-made goods, and we are, therefore, at the 
present time not concerned with the provisions of the Hawes-Cooper Act. 

Governor Phillips says that Arizona is in the same position. 
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But for the rest of us, to paraphrase the remark of a great Democratic 
President: It is a condition and not a theory that we are confronted with 
as a result of the Hawes-Cooper Law. Personally, I feel like calling on 
Senator Hawes and Mr. Cooper for suggestions. 

I might stop to say this: That although Senator Hawes is from my State, 
I am very sure he never consulted any of the State authorities as to the 
effect on his own State of this law before he introduced this law, and I 
dare say never considered the effect upon us. At least, he has never made 
any suggestion since to help vs. 

Under the operation of this law, it is inevitable that each state shall 
enact laws excluding prison products from its markets. Otherwise, with 
its own markets open and those of other States closed to all, it may find 
its markets glutted with prison-made goods, competing destructively not 
only with its own prison industries, but with its citizen merchants and 
manufacturers. 


Effect of Home Market for Prison-Made Goods 


And any such laws enacted by a State must exclude from its own open 
markets its own prison-made goods, as well as those from other States. 

Some States look with complacency upon the taking effect of the Hawes- 
Cooper Luw, because they believe they can exclude from their markets 
prison labor products from other States, while leaving those markets open 
to their own prison goods. They would hail the Hawes-Cooper Law as 
granting to them the boon of monopoly in their own markets. 

Governor Emmerson of Illinois in a letter addressed to me, has said: 

“My first opinion is that it will not work to a disadvantage to Illinois 
prison-made goods, because unless repealed it will prevent interstate ship- 
ment of prison products after 1934. Our observation is that many more 
prison products are sold out of the Chicago market coming into Illinois 
from other States than shipped from our prisons to other markets.” 

Our splendid host, Governor Dern, was cruel enough to say to me: 

“Perhaps if the Missouri products were barred from the State, the Utah 
goods might find a market here.” 

With the greatest respect, I believe that this hope of a State to derive a 
monopoly out of the taking effect of the Hawes-Cooper Law is without any 
reasonable basis. That law does nothing more than to determine that a 
shipment of prison-made goods shall be divested of its interstate charac- 
ter at an earlier period of time than would otherwise be the case. 

It gives no power to a State to discriminate against the prison-made 
products of other States merely because they are from other States. It 
provides only that the goods, “upon arrival and delivery in a State, shall 
be subject to the operation and effect of the laws of such State to the 
same extent and in the same manner as though they had been manufae- 
tured in such State.” It contemplates putting the goods from the other 
State on the same basis as the home product, not bestowing upon the latter 
the advantage of monopoly. 

And under the fourth article of the Federal Constitution, a State is 
deprived of power to make or enforee any law discriminating against the 
goods of other States, in favor of its own. 

It would seem evident, then, that each State, as a protective measure, 
must bar from its markets the prison-made goods of other States, and, to 
avoid an unconstiutional discrimination, must withdraw its own prisen- 
made goods from its own open market. 

This will inevitably bring about the destruction of the prison la- 
bor contract system, and the public account system, for both of these 
systems are based upon having the open market as an outlet for their 
products. 

The only other methods of industrial organization in prisons are known 
as the public works system and the State-use system. 


Objections to Use of Convicts on Public Works 


In the public works system, it is contemplated that inmates of prisons 
may be taken outside the prison walls and used in construction projects 
which are financed by public funds. Many States use convicts to build 
and maintain roads and bridges and to construct public buildings. Not 
only are State projects handled in this manner, but the convicts often are 
used by counties and cities for their public construction work. 

It cannot be denied that this field offers interesting possibilities, and 
might provide employment for great numbers of men. It is not without 
its difficulties, however, Outside construction work is seasonal and sub- 
ject to weather conditions. 

The expense of maintaining prisoners goes on in spite of weather, and 
it is very necessary that the source of income be steady. The problem of 
keeping convicts under close observation is by no means a simple one at 
best, and when they are away from the prison walls, escape is made easier. 

Another important consideration is the public reaction to this type of 
employment. One may expect some objection from a community where 
prisoners are being worked without the safeguard of walls. 

The citizens cannot be expected to look with favor or complacency upon 
the possibility of their homes being invaded by convicts who may escape 
from construction camps. Strong protests are certain to be raised by 
labor organizations, which certainly would resent the direct competition 
with free labor. 

In the Missouri prison, our revenue producing activities have been 
largely confined to the shops inside the prison. In the past all the penal 
boards of Missouri, with a view to diversifying the employment of the 
prisoners, have tried using them on public construction and other work 
outside the prison walls. 

Invariably, I am informed, the result has been a financial loss to the 
State. Instead of reducing the expense of maintaining the prison, it has 
increased the cost. 

The State-use system seems to offer the greatest possibilities for stabi- 
lizing the prison employment situation. My inquiries reveal that most of 
~ States are turning to that system in preparation for the Hawes-Cooper 
Act. 

Idaho authorities inform me that the legislature in 1929 made appropri- 
ation for purchase of extensive farming lands, with a view to producing 
all food supplies required in State institutions. 

Governor Richards of South Carolina says machinery is being installed 
in the penitentiary for the manufacture of automobile license plates, and 
that other plans are under way for employment of the State prisoners. 

Governor Horton of Tennessee, while doubtful of the market in State 
institutions being great enough to be of much assistance, says, “I had 
thought of an act whereby municipal and county institutions would like- 
wise buy these articles from the State of Tennessee.” 


Experiences in Operation of State-Use System 


The State-use system is in no sense an experiment. A number of the 
States have followed it for some years, with very favorable results. 

Governor Roosevelt writes that his State adopted the State-use system 
in 1896. 

“Since that time,” he says, ‘“‘there has been no difficulty in disposing of 
the products of the prison industries to the various State Departments, 
State institutions and various political subdivisions of the State. The so- 
called State-use system has always been satisfactory and at the present 
time we are unable to meet the demand. It is probable that when the 
Hawes-Cooper Bill becomes effective the market will be further increased.” 

“The Hawes-Cooper Bill will not affect North Carolina in any way,” 
writes Governor Gardner, “for the reason that dur prison manufactures 
no products which go into interstate commerce. Practically our entire 
activity in this field is limited to the production of articles and commodities 
such as are needed and can be used by the prisoners themselves.” 

Governor Erickson of Montana says of the law: 

“T do not believe it is going to affect our State very much, for we have 
never made any attempt to sell prison-made goods. We make clothing, but 
only for sale to other institutions.” 

Governor Cooper of Ohio writes to me: 

“The Hawes-Cooper Bill will have very little, if any, effect upon Ohio, 
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since all prison-made goods in Ohio are sald within the boundaries of the 
State under the State-use system.” 

Governor Fisher of Pennsylvania says: 

“ft do not reel that the Hawes-Cooper Bill will have any marked effect 
on our present program. Pennsylvania is operating on the State-use plan, 
which permits the sale of goods to State-owned or State-aided institutions, 
or to any other institution or agency supported in part or wholly by tax 
money.” 

The situation, then, is not entirely hopeless. In fact, it is possible that 
the reorganization of prison industries which must necessarily follow the 
Hawes-Cooper Act may be found to be a benefit to the prison administra- 
tion and the prisoners, and likewise to the State and the State’s institu- 
tions. 

The State-use system will no doubt result in greater diversification, and 
this will give better training of the prisoners for after life. 

It is important, however, that before any change is undertaken, an in- 
telligent stucy be made of the possibilities within each State. There should 
be a careful survey of the potential market that can be developed among 
State deparimen+s and institutions, and among the various political sub- 
divisions, if the State-use system is to be adopted. 

It will be necessary to learn what products the State will be able to use. 
What industries should be introduced, and to what extent they should be 
developed. 

If the use of 
important tos 
such inside ined 
income. : 

It is likewise important that the required legislation be given careful 
thought. A workable organization of prison industries under the State-use 
or public works system will require the enactment of certain legislative 
measures in these States that have’ not already protected their own field. 
Most of the States no doubt will want to pass laws excluding all prison 
products from their general markets, and follow those laws with measures 
requiring the purchase, so far as practicable, of their own prison products 
by the State departments and institutions, and by the counties, cities, and 
school districts, or to whatever degree it is found desirable to extend the 
scope of the State-cse system. 

sriefly, the tack is this: Survey the field; determine the needs in your 
State; pass suitable legislation; reorganize and re-equip the industries to 
cenform to the new field. 

The change «will te by no means a simple one. It will entail, for most of 
our States, 2 complete readjustment. We musf, in effect, build our indus- 
tries anew. It wil require the expenditure of great sums of money. New 
factories, new machinery, new systems, perhaps some new buildings, must 
be provided. Much of the investment in present equipment will be lost. 
And in the time it takes to make the readjustment prison industries wiil 
be unsettled and operating at a loss. 

That is the burden Congress has saddled upon the States by the Hawes- 
Cooper Law. Ouy job is to accept the load and try to turn loss into profit. 
I de not think the task is hopeless. I am beginning to look forward to it 
as an interesting experience, not without some pleasure and, I hope, some 
profit to my Sta applause). 

SECRETARY HARPEE: Mr. Chairman and Gentlemen: You will note that 
Governor Holloway was to open the round-table discussion following the 
address by Governcr Caulfield. 

I have a note from Governor Hollaway stating that some matters back 
home require his immediate consideration and that he cannot be here this 
merning. He will be at the other sessions of the Conference, but he can’t 
be here at this time. . ; 

It seems to roe it gives an opportunity for general round-table discussiov: 
of the question at this time. : 2 

CUAIRMAN POLLarD: The question is open for discussion. 


Presentation of Views of Eastern-Southern Conference 


Hon. Wittiamt G. CONLEY: Mr. Chairman, Members of the Conference: 
I have been requested by resolution to present to you the views of the 
Eastern-Southern Conference on State Institutional Labor. : 

The resolution making this request was adopted by the executive com- 
mittee of that conference in session at White Sulphur Springs, West Vir- 
ginia, on June 2. The resolution reads: . : 

“While the solutions of prison problems are of vital concern to the severai 
States individually, this Conference is of the belief that the best solutions 
can be evolved through cooperative effort of all the States working through 
a series of conferences similar to that organized in March as the Eastern- 
Seuthern Conference on State Institutional Labor, and to that organizea 
in Mav as the New England Conference on State Institutional Labor. 

“The preliminary meetings of the Eastern-Southern Conference have 
shown conclusively that the prison problems can be solved by the coopera- 
tive effort of interested States. We therefore urge those States not now 
embraced in either the Eastern-Southern or the New England Conference 
te organize so that the efforts of all sections of the United States may be 
coordinated that each may have the benefit of the others’ experience and 
Visade . 

; The progress made in the conferences thus far tends to convince those 
who participated therein that it is not without the realm of possibility to 
find a solution ter prison industrial activities after the elimination of con- 
tract labor by the Hawes-Cooper Bill. We are, however, equally as fully 
convineed that the correct solution will be arrived at only by the exchange 
of ideas and exveriences throughout the entire country. : 

“The information required for the formulation of plans for the substi- 
tution of State use for contract labor imperatively requires a thorough 
survey of the markets of the States, together with a survey of the ability 
of insitutional labor to produce the goods necessary to supply that mar- 
Ket. p 
, “This work hes been undertaken through the Eastern-Southern Confer- 
ence on State Institutional Labor, with encouraging results. It is our 
opinion that sircilar efforts must be made in other sections of the country 
in order to enable the States therein satisfactorily to adjust themselves to 
the conditions laid down by the Hawes-Cooper Bill. 

“In the opinion of the Conference, the ideal time and place for present- 
ine its views in an endeavor to secure uniform action by the remainder 
of the States is et the annual Governors’ Conference at Salt Lake City, 
June 50, 1939. 3 

“The Conference respectfully requests Honorable Wm. G. Conley, Gov- 
ernor of West Virginia, to make this presentation to the Governors as- 
sembled and urge them to initiate in their States an effort similar to that 
made in the Southeast and Northeast.” 


convicts on public works is to be attempted, it is equally 
vvey the field, and to combine the outside construction with 
viries as will help to stabilize employment and the prison 


Conference of States of South and East 


It was my pleasure to be present at the first session of the Executive 
Committee of the Eastern-Southern Conference on State Institutional 
Labor, and I take this opportunity to congratulate the Governors who sent 
representatives to attend this session, and to congratule their delegates 
on the fine work they have done and are doing. 

For the Governors of the States not included in the Eastern-Southern 
zone, | will explain that the Conference is composed of official represent- 
atives, that is, of members of Boards of Control, Wardens, and officials 
of prison boards, trom the following States: Alabama, Delaware, Florida, 
Georgia, Kentucky, Maryland, Mississippi, New Jersey, North Carolina, 
Pennsylvania, South Carolina, Tennessee, Virginia, and West Virginia, 
and from the District of Columbia, United States Department of Justice, 
and the National Committee on Prisons and Prison Labor. 

The first meeting of representatives of these States was called jointly 
by the State orf Virginia ‘and the National Committee on Prisons and 
Prisen Labor. The meeting was held in Richmond, Virginia, in March ot 
this vear, to formulate plans for keeping the inmates of State institutions 
employed in producing commodities which can be sold under law now en- 
acted or thet may ibe, engcted., eran 
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The situation with respect to the use of inmates of penal institutions 
in the several States was thoroughly discussed at that conference, and 
was considered so serious that the representatives determined to form a 
permanent organization. 

This they did, electing officers and an Executive Committee composed 
of a representative of each of the Eastern-Southern States. It was the 
first meeting of this Executive Committee that was held in my own State 
on June 2, at White Sulphur Springs. 

My friend, Governor Case of Rhode Island, attended sessions, I under- 
stand, at a similar conference of the New England States at Providence 
on May 21. 

The Executive Committee of the Eastern-Southern Conference has 
asked me to present the following statement for your consideration: 

“The Eastern-Southern Conference on State Institutional Labor realizes 
that the employment of prisoners presents exceedingly serious difficulties. 

“In the first place, the increase of population in our prisons makes in- 
creased.occupation imperative. In the second place, the enactment by 
Congress of the Hawes-Cooper Law will, the Conference believes, make the 
marketing of prison-made goods far more difficult than ever before, and 
—- in case the States enact legislation under the Hawes-Cooper 
saw. 

“The first work of the Eastern-Southern Conference is to ascertain the 
factors which must be dealt with from an economic standpoint. Each 
of our States is buying large amounts of manufactured material. We are 
using farm products, we are building roads, we are reforesting suitable 
lands, and we are developing State lands. In all these enterprises we can, 
to some extent, use the labor of convicts. 

_ “To use this labor intelligently, it is necessary to know the actual situa- 
tion which we face. Each State must know the number of convicts that 
can be employed within the State, and also the number that can be em- 
ployed in adjoining States. Each State must know the amount of each 
class of commodities it will consume. 

Each State must know the roads that can be built and repaired and the 
public works under way or contemplated on which convict labor can be 
used. Each State must know what surplus of labor it will have to employ 
over and above what it can use in State enterprises within the State, and 
each State will have to know its potential market; that is, the market 
which its own institutions afford. 

“These facts the Eeastern-Southern Conference is trying to discover. 
The executive committee has been divided into a series of subcommittees, 
each of which will take up in detail the most important factors of a sur- 
vey such as that which has been outlined, and in so doing will have the 
advice of experts from the National Committee on Prisons and Prison 
Labor and from the Associates for Government Service, Inc. 

“The Conference has sent to each State questionnaires requesting that 
detailed information be supplied, covering the goods or commodities man- 
ufactured, produced, and raised, and the public work done by prisoners: 


and also information regarding the markets and opportunities available 
in public works. 


Basis for Concrete and Constructive Plaming 


“Once this information is gathered, the Conference will have a basis 
for the making of concrete, constructive plans. Many of the States are 
doing excellent work in certain lines of activity. These States are com- 
piling and supplying to other States facts in regard to successful experi- 
ence, and are preparing to help the less successful States and the inex- 
perienced States. 

“We must remember that the great majority of prisoners are returned 
to civil life. We must remember that incarceration of prisoners places a 
heavy burden on the taxpayers. The aim of the Eastern-Southern Con- 
ference is to help the prisoners refit themselves for their day of freedom 
by producing goods of value to the State, and to lessen, so far as possible, 
the cost of maintaining our penal institutions. 

“Experience has taught that it is far better for the inmates of our 
penal and correctional institutions to be profitably employed than to be 
incarcarted in idlesness to the detriment of themselves mentally and 
physically, and to the greater embarrassment of our taxpayers because of 
the added cost of maintaining such institutions.” 

The foregoing statement, gentlemen, is the view of the Eastern-Southern 
Conference on State Institutional Labor on the proper use of prisoners in 
the solution of our prison problems. It is presented to you for your con- 
sideration, and I trust that you will give it due thought. 

The official copy of the original resolution is attached to this statement. 

CHAIRMAN POLLARD: The subject is open for discussion. 

Hon. NoRMAN S. CASE: Governor Pollard, I took the liberty in May to 
call upon my fellow Governors in New England asking them to meet in 
Providence or to send their representatives. The Governors sent their rep- 
resentatives, such gentlemen as are vitally concerned with the particular 
problem at issue. We also had with us the president of the Eastern- 
Southern Conference, of which Governor Conley has spoken. 

We decided that the proper thing for us to do was to appoint committees 
to make a survey of what is now the occupation of the prisoners and their 
products, of the State institutions; then to make a survey of what the 
markets might be within New England, that we could, in other words, so 
diversify the industry possibly that we could have an interchange between 
State-controlled institutions, for State use only within the State, but also 
that we could ship to other States our product and receive from other 
States the products of their institutions, to be used in State institutions 
and to be used in the State under the State work. 

It seems to us in Rhode Island, for example, we have a shirt factory, and 
we could easily turn out enough shirts to provide for the institutions 
throughout the rest of New England. Some of the other States in New 
England could produce shoes and things of that sort. We had that in 
mind, but we felt that the problem could not be met until an adeuqate 
survey had been made both of the production and of the market that there 
might be had. 

As I understand it, under this law it is perfectly possible that goods 
made by the people at the State institutions could be shipped to other 
States and there used for purposes in the governmental agncey of other 
States, without in any way violating the law. So our problem up in New 
England has simply been to survey, at the present time, and we are not 
ready to make any report upon the results of the conference. 

CHAIRMAN POLLARD: Is there any further discussion? 


Shirt and Furniture Industries of Indiana Prisons 


Hon. Harry G. LesiiE: Mr. Chairman, it is a question in our State as 
to what we are going to do. We have about 5,600 male inhabitants in our 
institutions. We have three prisons, a reformatory, and then what we call 
the farm. Our prison authorities have opposed the Hawes-Cooper idea 
since its inception. 

Individual members have spent a great deal of their own money going 
to and from Washington, realizing that it was a rather serious proposition 
we are going to be compelled to meet in our State. Our State, as a rule, 
has made every effort to comply with most of the laws of the Government, 
and we realize that we must face a situation in ’34. 

At our institut@on in Michigan City—that is, the prison—we have furni- 
ture contracts, and we also make shirts for the other institutions. We 
make about 500,000 shirts a day in each of the institutions, penal and other- 
wise. We pay a per cent of the earnings to the inmates to take care of 
their people outside. 

In our awarding of the merit marks, one for each man (no man can 
appear before the board without a merit mark), one must learn to produce. 
One chap accumulated $420. We have some there with more money, some 
as high as $600. 

In considering their parole we take into consideration where this money 
has gone, it all having been sent out through prison authorities—whether 
it has gone to the mother whom the inmate feels needs help, although his 
money hay gone. to different places.., It giyes; ys a check... , |, 
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Tn our reformatory we have some 2,300. _We make shirts there and some 
other things; that is, in a minor way. They are permitted to make some 
money for their own use. We do a great deal of farming at both places. 
Each of our institutions has 50, 60, 70, or 80 milk cows, and they furnish 
_ their own products, milk and butter. 

At our farm; which is for the short-termer,—thirty, sixty, and ninety 
days, and six months—we have the largest manufactory of baskets used 
for floral purposes—flowers, and so forth—in the world. We were the 
original ones in our State in basket manufacture. We have 80 acres of 
willows. We make willow baskets. We have had other factories come into 
the State, and of course they furnish a source of objection. 

F At the last legislature we decided at the penitentiary institution in Mich- 
igan City to make our license plates and road signs. But with modern 
machinery that does not in a great way solve the prison matter. 

In the year and four months I have been in office we have purchased 
some 1,200 acres of land through the institution and a canning factory at 
the farm. I just figure we must meet the situation. We ourselves are 
reluctant to step so heavily upon the manufacture of shirts. 

We were offered a proposition to make overalls, which we are not going 
to accept.. We are trying to keep off the feet of industry. We have tried 
to do original things, not to affect our people. There is no manufacturer 
of license plates in our State. 

I should like to ask the representative of Governor Cooper, Lieutenant 
Governor Brown, a question. Has your legislature taken some action against 
manufacturing in your institutions ? 

HON. Frep D. BALZAR: Not directly. 

Hon. Harry G. LESLIE: Don’t you have some 800 or 1,000 playing check- 
ers and dominoes ? 

HON. FreD D. BALZAR: Our prison population only runs 300; possibly 
200 are idle. 

Hon. Harry G. LESLIE: We work about 25 men on our prison farms. We 
use our inmates as cooks, waiters, and they make beadwork and basket 
work, and letter work. 

Lieutenant Governor Brown, didn’t your legislature pass some action that 
stopped some of your prison labor within the walls? 


Use of Convict Labor on Highways in Ohio 

LiEuT. GOVERNOR BROWN: Not to my knowledge. We passed legislation 
a year or two years ago permitting the use of prison Jabor on the highways. 
However, it has not been done yet. But the plates are manufactured within 
the prison walls. We have at the present time about 4,600 prisoners within 
the gray walls at Columbus, in addition to those prisoners on the prison 
farm, numbering about 1,000. 

Hon. Harry G. LESLIE: I am just trying to sort of line up what I have 
heard through a rumor with the Governor's statement that it isn’t a prob- 
Jem over there. But I understand you have a very serious proposition where 
there are 1,000 unemployed and that was in a way responsible for the up- 
rising in your institution. 

LIEUT GOVERNOR BROWN: That is true. . 

Hon. Harry G. Lesuie: That is the thing I am getting at. These people 
placed in these institutions without labor are going to be the serious prob- 
lem for the Governors; 34 will be beyond my time. 

I am greatly concerned as to what is going to happen when you place a 
man in the penitentiary and force him to idleness. That is the most severe 
punishment you can possibly mete out. 

I trust that Mr. Hawes and Mr. Cooper—with whom I am not personally 
acquainted, but for whom I have respect—will busy themselves in assisting 
us in the problem of what we are going to do with them. We are willing 
to do anything we can to comply with the law on the Federal statutes, but 
we would like to have some assistance. We realize the farmers are not ir 
position to state how the raising of potatoes and other vegetables and neces- 
sities of life will interfere with their business. 

We are stepping from the industrial manufacturing line into the agri- 
cultural line. But our State also cares for 18,000 people—5,600, possibly 
more, are in the penal institutions. You can see what a small part of the 
time that would keep them employed. 

We have the State-use law in our State. Naturally it is hard to go mto 
the communities and the schools. and colleges. There are a few objectors 
as to prison goods, irrespective of any consideration of facts in the matter. 
We have one mistake which we may correct, in that the local proseeutor 
has the enforcement of it, where it should possibly be in the hands of the 
State’s attorney general. 

We have worked hard and long at the prison proposition, and we are 
interested to know just how we shall employ them; what employment we 
shall give them; how we shall occupy their time in something worth while. 

Our goods from the prison gre sold at a reduced price because you must 
compete outside. We sell at probably less than others; we are practically 
compelled to. State use in our State has not been quite so favorably re- 
ceived as it has in the State of New York, as I gather from Governor Roose- 
velt’s statement. So I trust there will be some solution offered that we shall 
be mighty glad to comply with. 


Increased Taxation as Effect of Restrictions 


Under the present conditions our prisoners have practically turned us 
a profit on contracts. If we must stop, those who are complaining of inter- 
ference on the outside, of course, will be asked to be taxed further, be- 
cause it will call for an increased expenditure of tax money to take 
care of it. 

But it isn’t so much a matter of money. 
are interested in. 

As I say, our State has no debt, and we want to do the thing that is 
best for those who are incarcerated. In your survey you give them $5 and 
turn them loose and before they can attach themselves they are subject to 
return. 

We give them a chance to make some money. We pay them for each 
day and each hour they work. Many of them are helping their parents 
and their dependents on the outside. If we are going to keep them in idle- 
ness—and I see no other solution of it; I trust and hope we shall discover 
some way to put them to work, because we are going to get down in the 
hole with you, as stated a while ago, and trust there will be some solu- 
tion. If you put a man behind the penitentiary walls and take away all 
hope, you have a problem. 

We have 450 lifers in our State. We have the indeterminate sentence 
for others, and we art trying to educate them in some line, bcause we 
must realize that all within the walls of our penitentiary except the 
lifers, and some of them, will be out among us again, if they live. Are 
we going to close them in in the old way and just simply permit them to 
become raving maniacs? 

Many of them are there because of a crippled head which could not be 
so easily detected as a crippled arm or leg. Many of them are crippled. 
The things they do are criminal acts but they are not criminals. 

In our State we have capital punishment—the electric chair; I don’t 
want them to abolish it. But just the minute you do away with capital 
punishment in our State you are placing 450 lifers beyond the law. They 
are afraid of that chair. 

I don’t want to see one electrocuted. There hasn’t been one in my time. 
There are three of four on the waiting list. But it is a problem that must 
be given more actual thought. 

I am sorry the authors of this bill did not consider all angles. I am still 
waiting, and we are still waiting in my State to know what they are going 
to offer us as a solution to the proposition they are forcing upon us. 

We want to comply. We are not repulsive. We just want to support 
them to help us solve the problem which in our State is an immense one, 
and in all States except the new farms where they haven't the number, 
probably owing to their sparsely settled communities. 


But in our State, mind you, the longest park is 277 miles. I should 
Say we have more than 5,600 in our institution at this time. We are not 


That isn’t the thing that we 
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threatened with uprisings there, but we must substitute something for 
what they are taking away from us. I am anxious to know what that is 
going to be. \ 

We also have a criminal. insane department with. 367 that we have 
sorted out from among the people who were sent there and who have done 
criminal things but are not criminals. In many of the States they don’t 
sort them; they don’t divide the chaff from the wheat. Many in your 
penal institutions should not be there. . 

I don’t want to take any more time. I just wanted to give you an idea 
of the thing. You could only make brooms and tin pans and a few play- 
things, maybe some shirts and furniture and take care of a few contracts 
that you might get on the outside. But we can’t use them on the outside, 
where we take them over on the farm and other trusties can be permitted 
to be at liberty under certain conditions. 


Subordination of Agriculture to Industry ¢ 


HON. THEODORE CHRISTIANSON: Mr. Chairman, it occurs to me that 
the Hawes-Cooper Bill is only another step in the process of definitely 
subordinating agriculture to industry. 

It is well enough, in the opinion of certain people who are apparently 
responsible for this legislation, that these inmates of penitentiaries be 
used for producing more food to compete with that part of the labor which 
is on the farms of the country, if we withdraw from the field of competi- 
ing with that part of labor which is engaged in industry. 

_Ina sense, however, I suspect it isn’t labor that is back of this legisla- 
tion. I think the average working man in this country is wise enough to 
see that if the State withdraws from the field of manufacturing furniture, 
we will say, and goes into the field of building roads with its inmate 
labor, every inmate working upon the roads will take the place of a free 
laborer who is now engaged in highway construction. But, after all, all 
that we are accomplishing is the shifting of our prison labor from one 
branch of production into another. 

I suspect that the people who are back of this legislation are not the 
representatives of labor except in so far as they may have been used for 
instruments; but they are the industrial leaders of this country who will 
resent certain types of competition. , 

For instance, in the State of Minnesota we are engaged in the manu- 
facture of binder twine, binders, mowers and rakes and certain other 
forms of farm machinery. If we are going to be compelled to lay off the 
men who are engaged in that line of production and put them to manufae- 
turing shoes and furniture for our State institutions, we would only be 
saving the farm implement and the binder twine trade and sacrificing the 
jobs of free labor who are now engaged in manufacturing the shirts and 
furniture that we are buying for our State institutions. 

A short time ago, just before I left home, the State of Minnesota re- 
ceived bids for automobile plates for next year. The State of Minnesota 
does not manufacture those plates although we have two plants in the 
State engaged in that production. The lowest bid, I believe, was from the 
State penitentiary of your State. 

Nevertheless we were forced to reject that bid—forced to reject it for 
the reason that our law requires that all prison-made goods be so marked; 
and we did not want the 700,000 motorists of the State of Minnesota to 
advertise on their license plates that we were buying prison-made license 
plates from the State of Indiana. Still, that is only one of the results of 
this sort of legislation. ; 

In Minnesota we have built what I consider is one of the finest state 
prisons in the world. I invite you all to come and inspect it. Don’t stay 
too long when you come (laughter). We have built that prison and we 
are enlarging it out of the profits of the industry. 

We recently completed a new cell block, increasing the capacity of 
our prison by about 300, all out of the accumulated profits. We have 
established a sinking fund of $5,000,000. We are able to do that, yentle- 
men, only for the reason that we are engaged in mass production. 


Mass Production Policy of State of Minnesota 


We are engaged in the mass production of binder twine. If we are 
going to be compelled to withdraw largely from that field and dissipate 
the capacity of our prison by manufacturing furniture and shoes and 
shirts and overalls for the inmates of other institutions, we shall be 
forced to abandon mass production and get into small specialized and par- 
ticularized production. 

If we do that, we are going to be subject to the same limitations and 
handicaps that the small producer is in every other line. We shall be 
running eur prison with a deficit rather than with a surplus, and we shall 
put this additional burden upon the taxpayers. 

We in Minnesota want to continue producing in the penitentiary on 
the same principle that outside producers employ. We want to engage in 
mass production. We want to continue to manufacture binder twine 
which we Can do with a profit. 

But I doubt very much whether we shall be successful in doing it after 
1954, unless the Hawes-Cooper Bill is stricken from the statue books of 
the United States, or at least radically modified. 

I believe that the efforts of the men who are represented here and of 
their States should be not to adjust themselves to this new instance of 
infringement by the Federal Government upon the authority of the States, 
but that we should show the spirit of fight and force the Government of 
the United States to withdraw from this form of interference, assert our- 
selves as the soverign States, which we are, capable of running our own 
affairs in Our own way. If we can’t secure the repeal of this law, let us 
at least secure a radical modification of it. 

As I say, this law does not embody an enlightened labor policy, because 
labor will in no wise be benefited. To me it represents the selfishness of 
individual and corporate industrial producers in this country who have 
been using Some of the representatives of labor as tools and who have 
been using the instrumentality of the Federal Government as a means of 
eliminating the competition that has been afforded by well managed and 
well operated prison plants throughout the country. 

HON. HARRY G. LESLIE: May I answer one of these questions? We have 
been through the prison-made twine business. We can sell you a fine 
outfit if we haven't already sold it, for manufacture on a big scale. 

Hon. 1 HEODORE CHRISTIANSON: If this law stays on the statute books 
we will be selling you more machinery for that purpose than you ever 
owned in the State of Indiana. 

HON. HARRY G. LESLIE: I want to give you the effects of the binder-twine 
proposition in our State. When we put out our binder twine, the big 


manufacturers ot binders refused to sell them repairs for their machines 
if they bought prison goods. 


Criticism of Congress for Ignoring State Opinion 
Hon. H. C. BALDRIDGE: The first thing I want to say to this body of men 


is this: I have been listening to this Conference. I listened yesterday 
to the discussion of this bill, and I listened to the various gentlemen who 
nave stereos er. They seem not to have had any influence in 

e Government o e United States at Washi i preventing 
sees of tar Reet Washington in preventing the 

So far as I am concerned, Mr. Chairman, the State of Idaho sent a rep- 
resentative—the secrtary of the Prison Board—to use all the influence we 
had in preventing the passage of this bill. I am saying this, Mr. Chair- 
man, for the very simple reason that I am in favor of this, so far as I am 
concerned, and I want to tell the world that I feel that way about it. 

If these Governors here are not agreeing with what is being done in 
the Congress, let us stand up here, Governor Christianson, and say so to 
ourselves, and when we go back home go out to back what we have said 
here in this conference. I am saying that with reference to this bil] and 
with reference to other measures upon which we have had discussion in 
this conference. 


I am not one of those, Mr. Chairman, who believe that we ouvht to. i 
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not by words, in effect, put over the doors of the penitentiaries of the 
United States, this statement: “He who enters-here leaves hope behing.” 
I don’t believe in that sentiment. 

I believe there is enough intelligence in the men who have charge of 
carrying on the penitentiary program to evolve some sort of a system 
which will not only be for the benefit of the States economically, but, as 
well, a benefit to those who are unfortunate enough to have been com- 
pelled to remain behind the four walls, that, from a humanitarian stand- 
point, they may receive some benefit. 

[ am in sympathy with the thought expressed by the gentlemen who have 
spoken upon that phase of the subject that we ought to try and do some- 
thing for these men, if it is possible to do so, that when they leave the 
four walls, they may somehow or other be better men than they were 
when they went in, instead of worse men as they are in a good many in- 
stances under the present system. 

Idaho is int@rested in this particular subject. It is true we have a small 
population in our penitentiary; just two or three days before I started 
on this trip I think the report was 378, which I may say to you, in passing, 
is about 10 per cent less than it was two years ago, and we are operating a 
shirt factory in our State. 

We have found, like shirt factories on the outside, that the demand for 
shirts is not what it was some time ago. For the first time in seven vears 
the shirt factory has not had orders ahead but, in fact, they are behind 
now, and, as a result, we are only putting out about 50 per cent of the ca- 
pacity. In our penitentiary in times past, up until the immediate past, 
we used about half of our inmates in this shirt factory. 

My good friend, the Governor of Illinois, said that nobody makes any 
profit from these factories, in his judgment. But I say to you you may 
eall it a profit or whatever you choose—after paying our expenses, what- 
ever they were in connection with that operation, we had for the last 
three or four vears approximately $3,000 a month left, which belonged 
to the State of Idaho and the taxpayers of that State, which might be used 
for the purpose of reducing the expenses of that penitentiary. In doing 
so, we have kept, as I say, about 900 men employed. 


Difficulties of Outside Occupation for Convicts 

Now we are facing a situation which has reduced the number of em- 
ployed men., It also offers an opportunity to keep employed behind the 
four walls a type of inmate that cannot be put upon the outside. 

Mention has been made of working convicts upon highways. We have 
tried that out. It cost us more than we made out of it. Our good friend, 
the Governor from Missouri, who has spoken upon this particular sub- 
ject, mentioned the fact that Idaho had purchased a farm and we are 
starting out to do this thing perhaps in competition with agriculture in 
Tdaho. But most of our men who are engaged in agriculture, who think 
upon the subject, say: 

“Notwithstanding they may-compete to a certain extent, we should 
rather than these men, if it is possible, to earn their keep in the peni- 
tentiary than to sustain them in dleness and dig up tax money to support 
them.” 

So we are going out with that thought in mind. 

I was interested in the remarks of our good friend, the Governor of 
Rhode Island, in his suggestion and in any other change of things that we 
may manufacture even under the Hawes-Cooper Bill. 

We are honing that when we get our farm organized to do many things 
T want to call vour attention to a condition which prevails in the State of 
Washington. We visited Washington penitentiary and found there that 
they are operating a fairly sizable farm, compared to the number of in- 
mates, but along with that they are operating a creamery, they are operat- 
ing a canning factory, they are operating a sort of tailor shop, a pressing 
shop, where some 78 men are employed. They have a sock factory. 

They manufacture, by the way, automobile license plates. We have 
bought them, and they didn’t carry any brand on them, either. I heard 
nobody making any kick in our State. 

But those people over there have a number of activities which we hope 
to put upon our farm, particularly, eventually, a creamery. We are now 
renting land, in addition to the farm we have just purchased. We have 
a number of cows. We are hoping to carry on a program of work for the 
men who are necessarily criminals, but are men who have made a mistake; 
if they were turned out without a guard they would not walk away from 
the penitentiary because they inteng to stay until they have served their 
time. 

We have put those men and perhaps first offenders on this farm (men 
think of the penitentiary as you and I think of it, as a four-wall proposi- 
tion) so it will be to their credit that, somehow or other. when they gradu- 
ate, if you please, from that institution, from this farm. they make a record. 
It will be an inducement for a man to make a record so good that when 
he gets out he will be a little bit better prepared to face the battles of life 
then he was when he came to us. 


Perils of Idleness for Prison Inmates 


The very worst thing that the States of this Union can do for the prison- 
ers within the four walls (and I say that thinking of all the people who 
reside within these various States) is to maintain them in idleness. We 
can’t afford to do it (applause). 

New, my friends, let you and I, upon whose shoulders rests the responsi- 
bility of carrying on this program, agree here and now that we are going 
out from this Conference with the thought in mind that in the case of the 
Hawes-Cooper Bill—I would like to know, just as a matter of information, 
gentlemen, how many Governors there are here who agree with that senti- 
ment which has been expressed, that are not in sympathy with the Hawes- 
Cooper Bill. However, it passed just the same. 

The time has come when, if that condition prevails, and I agree with 
you, Governor Christianson, it has prevailed in the past in too many in- 
stances, it has been because the Governor himself was not willing to stand 
and go up against the gun, as it were, in opposition to a thing in which 
he did not believe. 

HON. THEODORE CHRISTIANSON: Idaho and Minnesota fought it. 

HoN. NORMAN S. CASE: Rhode Island sent its attorney general to fight it. 

Hon. JouN H. TRUMBULL: We did, too. 

Hon. H. C. BALDRIDGE: I want-to congratulate the Governor of Minne- 
sota, because from my brief investigation I am led to believe, sir, whatever 
trutts you may have uttered in this Conference, so far as I am concerned, 
were truths when you said that you had a very high-class penitentiary in 
the State of Minnesota. I believe it is without doubt the outstanding one 
among the forty-eight States. 

I hope that along with this idea which the Governor has expressed here, 
and which I tried to express in a very brief way, we are not going to see 
Governors coming back to the next Conference and saying that they have 
by their inaction, perhaps, not opposed measures which’ have been presentea 
in the Congress of the United States which are infringing upon the rights 
of the various States, and ought to be controlled by the States themselves, 
instead of by the Congress of the United States. - 

Hon. Harry G. LESLIE: I just want to offer an objection. They may have 
the best building, but it is considered that we have the model prison of the 
forty-eight States. We have schools in our prison, and we have schools in 
our reformatory. Out of the earnings of the moneys that they make they 
are permitted to take a daily, a weekly, and a monthly paper. There is 
a truck load of literature of high standing that comes into our penitentiary 
each day, and they have time to read it. 

We are trying to better them. We are making an honest effort to give 
them something to take away from the prison, rather than a blighted repu- 
tation. We want them to go out and make good. We haven’t the probation 
system developed as we would like to have it, but we have the indeterminate 
sentence, and we use it in the interest of the first offender. 

There are a lot of good men in your penitentiaries, believe me. I have 
given it personal study. I have attended more meetings in our State than 
the last six Governors. I sit with the board. The hardest, work I have done 
since being in the. oi was to {ry to find’one ér two lifers that I could 
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commute their sentences and turn them loose as something for the rest to 
shoot at. ~, 

I don’t want to take away their hopes. I don’t like this interference on 
the part of the Government which I so sincerely believe in. I like to comply 
with all of the things that they are asking us to do, but they have given 
us an unusually severe problem. You have~guessed right when you say 
it is transferring the work from the industrial side of it to the farm 
side, and opposition will eventually come. 

We are doing all we can to find out the good that is in our penitentiary. 
We realize that we have them there, and I can show you the records. I 
have a record of all the men that have been in nine different penitentiaries. 
They are criminals. They are criminals through choice. 

We realize there isn’t much hope in your penitentiaries; but there is 
an ocean of it in your reformatories—boys that made mistakes. I believe 
that if the Governors today were forced to serve time for the funny acts 
they did as boys, we would have been in the penitentiary for 300 years 
(laughter® We have gone wild over what is an offenseand what is a crime. 

I turned a, lady loose in my place who was sent down there because they 
found five bottles of near-beer in her basement—never had sold a nickel’s 
worth, or accused of it—one who had two fine daughters rearing families 
in the City of Indianapolis—an old mother sixty-four years old. I told 
them to open the door and turn her out and not ask her a question. 

We are going wild over what these serious offenses are. We realize that 
the proposition of probation is hard to handle. You can’t wipe out a thing 
that has stood for thousands of years. These big reforms did come over- 
night. It takes a long time to pleée these reforms into effect even though 
you pass them. ’ . 
have to work closer with those in your institutions, have closer supervision, 
and you are going to have to spend some money to find out, if needs be, 
the right kind of guards. 

You know, ex-policemen’are generally the guards. Once you get 
the germ of a policeman in a man’s system, it is always there. Every one 
of your penitentiaries is full of ex-policemen as guards. They are the 
ones that always want to correct, or, rather, not correct; but they are 
there only as civilians and nothing else. 

We should study these conditions further and give the boy who has done 
wrong for the first time a chance to get out. We are getting 80 -per cent 
satisfactory results out of our reformatory, and 20 per cent come back, 
many of them because they didn’t make their report each month, or pos- 
sibly they didn’t go to church, or they changed their job. We get- them a 
job before we turn them out. 

Nobody seriously objects to that, but we have kept them in our place 

“as high as one and two months, especially the friendless ones who have 
no one to get them a job, and no one to intercede for them. 


Policy of Restoring Wrongdoer to Society 


One of the big problems we have is to attempt to find out the good within 
these walls, if any. I am for the under dog. I want to help that fellow. 
If you can get one of them out of your penitentiary and back into society, 
into the line where he belongs, you will have done a great deal of good. 

We are attempting to educate them within the walls. I don’t think a man 
ought to be turned loose who cannot read and write_and knows something 
about his Government. We have in our State many foreigners, and most 
of the trouble we have with them is a misunderstanding of our laws. 

We are not in the business for money in the State of Indiana. We are 
interested in these unfortunates and want to get them back into society 
and thereby reduce taxes. If we are going to continue to be asked to do 
things differently than will permuit us to reduce taxes, we must expect 
our tax rates to continue on and on up. 

Hon. H. C. BALpDRIDGE: Lest I might have been misunderstood, the re- 
marks I made so far as Idaho was concerned, relative to convicts, applied 
only to our penitentiary. As for our industrial school, when I lived in 
Illinois we called it a reformatory. We do have boys and girls. I ask your 
investigation as to the record of the Idaho industrial school. They are em- 
ployed. 

I remember the first time'I visited our industrial school. I can’t express 
to you the feeling I had when I saw boys that hight_(about three feet). 
I went away with a depressed feeling. Then I visited there a second time 
and saw what was going on. But for some unaccountable reason I again 
though to myself: 

“I thank God that we have in the State of Idaho and in other States re- 
formatories for the purpose of caring for the boys and girls of our various 
States, that are taking them and putting them in conditions and surround- 
ings where they have a chance to make men and women out of themselves, 
taking them out of surroundings where if they remained they never would 
have a chance in the world to make men or women.” 

So I am glad to here defend the program of the industrial school so far 
as I have had occasion to see it in our own State. We have no particular 
problem outs@de of the one I have mentioned. “Inside they are all busily 
engaged at something, some kind of work. 

I believe that the Governor of Indiana, along with every other Governor, 
feels that the most worth-while thing we can do, whatever else may be done, 
is to see that they have employment. That is the one thing that is needed 
in penitentiaries more than anything else. 

If we can somehow or other, as the Governor of Indiana has said, salvage 
out of this wreckage of mankind a few, though it be a few, it is worth 
your effort and my effort. 


Status of Hawes-Cooper Law Is Explained 


Hon. HENRY S. CAULFIELD: May I say that the Cooper whose name is 
attached to this bill is not Governor Cooper of Ohio? May I also say that 
the Hawes-Cooper Law is merely an enabling act and is not a law of the 
United States in the ordinary sense, with penalties? But it simply releases 
this particular project from its interstate commerce feature. 

May I also add this: While there is no one probably more overwhelmed 
at the problem than I am, I am nct agreed that it isan unmixed evil. I 
say that because I think it is going to force us to do something that is fine 
and right. 

I have been to the penitentiary in Minnesota, as a visitor. I developed 
a toothache and they rushed me to the prison dentist and he pulled my tooth 
out, and I left it there. 

But the prison in Minnesota and the prison in Missouri—I am not going 
to throw any bricks at Brother Christianson, and I won’t throw any at 
myself—are just big machines for mass production. 

The Governor of Idaho speaks of the welfare of the prisoner. May I 
suggest that I can’t see much welfare for the prisoner in mass produc- 
tion of binding twine. ' 

The biggest thing, in my opinion, is the welfare of the prisoner. He 
ought to be turned out with a vocation that is.worth while. I can’t imag- 
ine him getting much of a job making binding twine when he gets out of 
prison. 

This thing is going to force us, whether we like it or not, to make a 
lot of things. It is going to force us to make our penitentiaries training 
schools, and I think that is a big advantage. 

I am not advocating the Hawes-Cooper Bill because I think it is a sub- 
ject for serious debate, but 1 do wish to call your attention to the fact 
that it is going to force us to do that much good anyway in connection 
with our work. 


Situation Complicated by Growth of Prison Population 
Hon. Louis L. EMMERSON: I don’t know whether Illinois is listed in the 


prison book of Who’s Who or not. There is a good deal of controversy 
as to which one of the prisons of the United States is the best conducted. 
We are, Mr. Chairman, tremendously concerned about how to employ thé 
more than 9,000 men in criminal institutions of Illinois. Our membership 
is growing at an alarming pace. We have made within the last year an 
increase of 12 per cent. The prison population in Illinois in 1920 was 
‘i¢htly over 3.750. Today it is more than 9,200. ; 
e have tiied All of these diversified methods of, keeping our men em; 
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ployed. We can’t live by shirts alone; we have to have other things be- 
sides shirts. Evidently the shirt market is pretty well wholly supplied. 
We find this trouble in Illinois: Our industrials are opposed to our en- 
gaging in any sort of competition with their activities. 

Organized labor is opposed to our employing these men in anything that 
intereferes with their line of employment. Hence, for the first time, per- 
haps, in Illinois, we have a community of interests between the indus- 
trials and the labor interests of the State. 

Long years ago we did away with the contract system. Our statutes in 
Illinois permit us to sell the surplus of manufactured products upon the 
open market. We have manufactured some furniture and shoes and very 
many different lines. We find a great deal of opposition to our sale of fur- 
niture. 

We have one of the big furniture concerns of Chicago, a member of the 
Illinois Manufacturers’ Association in good standing, that buys the entire 
output of the Iowa institution. So we have nothing much to fear from the 
Hawes-Cooper Bill. We are under the impression that if we are allowed 
to sell our stuff at all, perhaps our own prisoners will be kept fairly active. 

We have a prison farm, a penal farm in Illinois of more than 2,000 
acres. We have 400 men there, short-term men, men who go for a year 
or less for minor offenses. We haven’t been the cause of bringing the 
wheat market down to sixty cents. It has not interfered with the agricul- 
tural interests of the country. 

Our theory of prison conduct in Illinois has not been to make a great 
amount of money out of the result of the labor of these men, but to build 
up their morale and try to send them out of the prison healthy and per- 
haps in better mental attitude than when they came in. 

I think the profit made. by most of the prisons in the United States is 
a paper profit. You fail to take into account your overhead. I think you 
can show a slight profit, but it is much like our speculation in the stock 
market a vear ago. A large part of it was paper profit. 


Lack of Technical Training of Conviet Labor 

It is going to be a very serious question in Illinois if we are compelled 
to do entirely away with the manufacture or products for outside con- 
sumption. My experience, and I served for five years a number of years 
ago on the prison board of Illinois, is that men who come to the prisons in 
our State are not technically trained. They are not artisans in any way, 
or in any shape. 

They are capable of performing only that common labor. For instance, 
if theyrare manufacturing furniture, it must be of a very ordinary type. 
So it is with all of the things they produce. Hence, you cannot diversify 
employment of these men as you might wish. You have to manufacture 
just those things that will sell on price rather than on merit. 

We have built this year in Illinois three cell blocks in the three prisons 
of the State. We are building a woman’s reformatory at the expense of 
$1,000,000. We are improving our prison farm, our penal farm, to the 
extent of one-quarter of a million dollars. We are finding that as fast as 
these cell blocks are completed, they are occupied. : 

We are tremendously concerned about what to do with these men. Many 
of them are in idleness in our prisons and many are in idleness in your 
prisons as J go through them, and I have been through many in the United 
States. I don’t believe you are employing 75 per cent of your men. 

You may talk about employing them, but my experience and observa- 
tion is that if you get four hours’ labor out of the average prisoner in an 
institution, you are getting the maximum. If they are employed out-of- 
doors in the wintertime their hours are short. The men must be behind 
the walls and fed and in their cells by dark. You can’t work them more 
than that time. 

In our State we want to stand for anything that would tend to vive to the 
States a wider range of latitude in that matter. 

Hon. L. G. HARDMAN: Mr. Chairman and Gentlemen of the Conference: 
It seems to me that we are dealing with the end rather than the beginning 
of the real truth of the matter. 

If the Chair would rule that the subject of prevention of crime rather 
than the handling of the individual after the crime is committed is in order, 
I should be glad to address this Conference. 

There are only fifteen minutes left, as I understand from the Chairman, 
and it seems to me we should deal with prevention rather than the handling 
of the criminal. It is to that phase of the subject that I wish to address 
myself. I should like to know whether or not the Chair would rule that 
to be in order. 

CHAIRMAN POLLARD: If we were proceeding under parliamentary law I 
would say it was not in order; but I believe we conduct this Conference 
without any rules. Am I right? 

Hon. Harry G. LESLIE: You are opening up a big subject, and I should 
like to talk on it. 


States’ Conference Proposed to Formulate Plans 


Hon. J. H. TRUMBULL: I should like to make a remark, i fyou will give 
way, Governor Hardman. When the Executive Committee met to assign 
topics for discussion at this Conference we discussed many subjects. This 
appeared to be one of the subjects that was of interest to every State in 
the Union. 

To preface my remarks, I am going to say that the State of Connecticut 
fought vigorously the passage of this act. I sent a delegation to Washing- 
ton. I instructed our Senators and Representatives to oppose it; but, nev- 
ertheless, it was passed. 

It is now an act. We are here to deal with the result of that act and 
try to formulate some constructive program if possible. 

There has been a meeting of delegates in New England and in the 
Southern States. It seems to me it might be a good idea if each State 
would send one or more delegates to a general national meeting to try and 
formulate some plan of a national character, having in mind the suggestions 
made, I think, by Governor Leslie, that possibly there might be allocated 
to one State the manufacturing of such commodities as could be used by 
the institutions of all States, so that there would not be duplication. 

I appreciate the fact that that would probably not occupy all of our in- 
mates, but if We are going to manufacture and consume our prison-made 
products in our institutions, it seems to me we ought to do it as a whole 
rather than individually. We are faced with the problem, and it is a serious 
one, of employment in our institutions, regardless of cost. 

This act is going to cost the State of Connecticut some $600,000 annually. 
We don’t care about the mogey. We must employ our inmates, if possible, 
and profitably if we can. at-is secondary. ‘ 

It seems to me that a general meeting, with all of the States represented, 
at some central point, to try to work out recommendations, might be the 
first step to a constructive measure. I simply offer it as a suggestion. 

CHAIRMAN POLLARD: Governor Hardman, we have only about ten minutes 
before the hour of adjournment arrives. We are going to have time this 
afternoon for further discussion. 

If it is agreeable to the Governor from Georgia, I think it would be well 
to hear him at the afternoon session in this very interesting question that 
he has suggested. Is that agreeable to you? 

Hon. L. G. HARDMAN: Mr. Chairman, | am perfectly willing if I can have 
the time in the afternoon and the presence of the chief executives of 
the States of this Union; but I would not like to come back and speak to the 
chairs, and not have what I believe is a most vital matter to the States of 
this Union and each Governor vitally interested. 

If it is to take that course, certainly I yield; but I do feel that today 
we are speaking of the handling of the criminal rather than providing 
measures for prevention of crime. 

I believe we have before us methods which, if put into operation in the 
States of this Union, will in the future tend to reduce our crime, will reduce 
the expenses of this great Government of crime and relieve the heart pangs 
of our citizens. For that reason I desire to present this phase of the ques- 
tion to this Conference, : 

CHAIRMAN POLLARD: We will give the privilege to the Governor of Geor- 


gia to proceed, but it has been suggested to me that we will have time this 
afternoon for full discussion of this very interesting question. 

Hon. L. G. HARDMAN: Fifteen minutes is all the time I would ask. 

HON. FRANKLIN D. ROOSEVELT: I want to speak to the Hawes-Cooper Bill. 

CHAIRMAN POLLARD: The Governor of New York wants to address himself 
to the Hawes-Cooper Bill. While you have the floor, you can continue to 
discuss it. 

Hon. L. G. HARDMAN: I yield to the Governor of New York to address 
the Conference at this time, with the understanding that I am to have the 
floor when the session reconvenes. 


Federal Invasion of State Home Rule Charged 


CHAIRMAN POLLARD: That is the understanding. 

HON. FRANKLIN D. ROOSEVELT: Mr. Chairman, the State of New York, 
as you probably know, has a distinct prison problem. I am interested in 
the apparent almost unanimity in the Hawes-Cooyer Bill. 

I would even go one step further than Governor Christianson. I regard 
it very distinctly as an invasion of what I call Stata home rule. I would 
go one step further, and doubt very much the constitutionality of that act. 

It seems to me that it is incumbent upon some of us to test out, when 
the time comes, the constiutionality of the Hawes-Cooper Bill. It seems 
to me that the whole question of Federal interference with the freed..m of 
interstate shipments is not only involved in this particular act but is be- 
ing extended by a great many other acts, so as to prevent the inherent cous 
stitutional right of the free shipment of goods from one State to antler. 

The second point is this: This whole penological problem is a very 
new one in this country. Up to within four or five years ago we have 
been proceeding upon the lines of handling the criminal that were laid 
down way back in the 20’s and 30’s of the last century. We are ising 
in the State of New York, for example, two cell blocks that were built 
in 1856. The physical conditions themselves are wholly out of date. 

We are all agreed that the problem from the modern aspect is not 
merely the incarceration, the safekeeping of prisoners who have been 
convicted and sent to prison, but it is an even greater one of turning them 
out into good citizens when their terms have expired. 

The latest figures show in this country that 93 prisoners out of every 
100 return to community life; 7 per cent of them either spend all of their 
days in jail, die in jail, or suffer capital punishment. 

Each State is trying to work out this new problem in its own way. I 
doubt very much if the State of New York could handle prison ]aDtr in 
the way that Minnesota is handling it. We certainly can’t sell cither 
binder twine or any other simi:ar commodity in the same way clat the 
State of Minnesota can sell it. 

I doubt very much, by the sare token, that the State of New York can 
handle the question of prison labor in the same way that the State of 
Georgia can, for the very good reason that in Georgia you can work 
prisouers out-of-doors a greater part of the year. In the State of New 
York and other Northern States yeu can only work them out-of-doors for 
five or six, or possibly seven months out of the year. 

In other words, the problem of prison labor must be worked out by 
each State during the next generation, the next decade or 20 years, in its 
owa way. It seems to me that the suggestion of the Governor of Con- 
necticut is a very excellent one. We should be very glad to cooperate with 
the Governors and the prison authorities of the other States in trving to 
work out some method by which no two States will step on each other’s 
toes 

This is «a matter of a community of interest between the States. It 
seems to me Federal interference is not only preventing that kiuc of co- 
operation between States but it is also lawing down a new proposal which 
is contrary to the original purpose and intent of the act of unier. 

‘So I hope that we will be able to take some kind ef action for the calling 
of a conferenée to further the cooperation between the States in working 
out the whole problem of prison labor. We in the State of New York wiil 
be oniy too glad to cooperate not only with our sister States of the East 
but also with the States in other parts of the country towards this end. 


Possibility of Solution in State-Use Plan 

Hon. JOHN HAMMILL: Mr. Chairman, I want to be heard particularly 
upon this Hawes-Cooper Bill. J] think the Hawes-Cooper Bill is an obso- 
lete, unwarranted interference on the part of the National Goveriment 
in the efforts of the States to solve a problem that is mighty perplexing at 
the present time. 

I agree heartily with the Governor of Georgia that it is a pretiy yood 
plan to endeavor to treat a cause rather than a sympton. But we have 
always had prisoners, and if history repeats itself, we are always going 
tc have some men and women that must of necessity be confined in our in- 
stitutions. We may embark, we have endeavored to do so in Iown. on the 
State-use feature 

I am very much impressed with that idea. It is a wonderful principle; it 
is a wordeful theory and can be utilized to a certain extent. But when 
vou taik about the employment of all your prisoners in that line, you must 
be mindful of this fact, you can build an institution perhaps costing mil- 
lions of dollars (this would be true over the United States) and perhaps 
in two months or even less, manufacture all of the articles that are to be 
used in that particular line. 

Your plant at the expense of the taxpayers, costing perhaps $2,000,000 
or more, and employing a group of men perhaps for 60 days, would com- 
plete the effort in that line, and you would then have the men unem- 
ploved. You would have your factories standing idle as a result of it. 

We have endeavored in our State, from the standpoint you are ‘ilking 
about, to embark in the agricultural fields. There has been much ciseus- 
sion of the importance of a diversified effort in our penal institutions just 
as we are recommending upon our farms. But in lowa we have some 1,200 
to 1,500 acres, and we farm. We endeavor to produce as much farm stuff 
as possible to take care of the inmates of these institutions. 

We have not only done that but wé have established a creamery at the 
institution at Alamosa. We have a farm known as the custodian farm 
at Klemme where it was the idea of those who originally adopted the 
plan that people would be placed in this institution and would remain on 
the farm and work, and you could reform them in that manner. But we 
have discovered in Iowa that the men who are placed upon these farms 
will naturally run away. 

You may have the theory that they are going to stay, but a lot will run 
away in spite of the fact that they have given evidence of being trusties in 
the institution, perhaps around the main institytion. Our farmers are 
not completely objecting to our agricultural effort. Labor and manufae- 
turing people have been objecting to our effibarking in connection with 
the institutions. 

I am firmly of the opinion that the efforts to create and pass the Hawes- 
Cooper Bill were inspired by a group who really are not interested in the 
cause of the reform of the men who are engaged in the institutions but were 
prompted by selfish means as distinguished from the welfare of the whole 
people of a particular State or the welfare of the people who are confined 
in these institutions. 

Men, the whole proposition simply reaches this conclusion: Are you 
going to have an institution or a madhouse? For my part, as long as I am 
the chief executive of Iowa, I propose just as much as possible to create 
and preserve an institution as distinguished from building up a mad- 
house or two madhouses in our State. 


Open-Market Competion in Automobile Plates 


We talk about the manufacture of automobile plates. 
on that plan in Iowa for a number of years. We have endeavored to go 
out in the other States in competition. We have a great organization 
that is engaged in the manufacture of automobile plates. I think we had 
one contract from another State. 

When we go out and endeavor to go into the open market in competi- 
tion with these other people, naturally they underbid us because they 
place it at a level much below what we can accomplish or carry forward 


We have carried 
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the manufactire of those plates for. Here is what you are going to be 
ecoufronted with: A wonderful theory as distinguished from a real, prac- 
tical operation. 

It hiss been my observation that common sense must prevail in the 
conduct and management of all of our State institutions just as it must be 
the prevailing thought in the carrying forward of any department of 
government. 


In other words, we must be practical. We must use common sense. 


Every act must be based upon what might be regarded as sound economics ~ 


as distingyisfied from some theory that is, in a sense, impractical. 

In so far as the building of roads is concerned, we have established a 
number of parks in our State. When I became chief executive we started 
out. We have built substantially all the roads in those various parks, 
using the men out of these institutions. 

Some of our people said at the inception that we should not do this, 
and some of the people who were connected with the parks were rather 
hostile to our putting these men in the parks for the purpose of carrying 
torward this work. * 

In spite of that fact, we did it, and we found that it cost us just as much 
or substantially so as we could have let the work by contract. We re- 
garded it as of an advantage to the State because we were able to employ 
the men as a result of those efforts. 

There is one other quéstion that has been suggested. I know there are 
some who tell us it has been practical in some of the States of the Union, 
and that is the matter of placing the prisoners upon public improvements 
and also on roads. We must keep this thought in mind in the matter of 
building roads, machinery plays an important part in the construction of 
our highways, at least oug permanent highways at the present time. 


Lack of Skilled Labor Among Prison Inmates 


How are you going to get skilled men out of our institutions to carry 
forward this great work in accordance with the plans that have been 
laid out by many of the States at the present time? Men, it may look all 
right, but I must be convinced, or at least | must be shown that it is going 
to be practical in its operation. 

Just as some men have pointed out here, there are a few of the men who 
are confined to our institutions, who are in most cases common laborers 
who have not been trained. 

Take the manufacture of furniture, which Governor Emmerson has re- 
ferred to. We are able to sell all of the output of that particular institu- 
tion to one firm in Chieago. 

Sut keep this thought in mind, when you think of this situation: Less 
than one-half of one per cent of the furniture that is manufactured in the 
entire country is manufactured in our penal institution. 

I agree with Governor Baldridge. We sent a delegation down to Wash- 
ington to protest against the passage of this bill. We did not secure any 
results of that effort. I do believe it is the obligation of the Governors of 
the various States who know and appreciate the importance of handling 
this question, to stand courageously against an encroachment upon the 
part of the Federal Government or any other department that has for its 
purpose that end, and makes it more difficult to solve a problem that might 
confront us. 

Along the line suggested by Governor Leslie, in our institutions we pay 
wages to our men. ] am convinced in the State of Iewa that if we are com- 
pelled to abandon the plan now followed in those institutions, it will cost 
the taxpayers of the State $1,000,000. 


’ Dern, have you any announcements? 


/ 
We talk about 
We talk about the large in- 
I want to reiterate the statement that I made a few 


I say, men, we must be thoughtful about these matters. 
the unrest that is developing in government. 
creases in axes. 
moments ago. 


We must have the courage to treat these problems from their inception, 
from their cause, as trying to smother up and cover up and treat a symp- 
ton after some measure has been passed which we know is absolutely un- 
~~ and which we believe is not in the interest of the good of the various 
States’! ; 

I am convincéd it ought to be the duty, in fact I am convinced it is the 
duty of every Governor to stand courageously against encroachments of 
this type and character that make it more difficult and almost impossible 
to function as the States should function. 


CHAIRMAN POLLARD: The time for adjournment has arrived. Governor 


Presentation of Gavels for Use of Governors 


HON. GEORGE H. DERN: I have some announcements to make, but I wart~ 
to take charge of a little commission which has been imposed upon me by 
the Utah Chapter of the Sons of the American Revolution. 

At the banquet the other evening, you observed that that society pre- 
sented me with a gavel. The society has now prepared a gavel for each 
of the Gevernors who has presided or will preside over a session of this 
Conference, and I have been asked to present the gavels. 

I-want to explain again that the wood in this gavel is from a tree that 
was planted by Brigham Young, the first Governor of Utah. The copper 
comes from the Utah Copper Mine which we visited yesterday, and is hand 
hammered, and the silver comes from the Silver King mine at Park City, 
another one of our gre:t mining districts. 

With the compliments of the Utah Chapter, Sons of the American Rev- 
olution, Governer Pollard, I have the pleasure of presenting you with this 
gavel. 

CHAIRMAN POLLARD: I wish time permitted the acknowledgment of this 
beautiful gavel. 

The other gavels will be presented at this time. 

HON. GEORGE H. DERN: This one is for Governor Trumbull. 

HON. J. H. TRUMBULL: I accept this with hearty appreciation to the S. 
R. A., which I hope you will convey to them, as a reminder of a pleasant 
visit to Utah. 

HON. GEORGE H. DERN: 
this afternoon. 

Hon. H. G. Leste: I want to say to you that I served twice as Speaker 
of the House, and I have a collection of gavels, and this I shall add to it 
with a great deal of pleasure and thanks to the Utah Chapter of the S. 
R. A. 

HON. GEORGE H. DERN: Governor Hammill will preside at the meeting 
tomorrow. ~* 

Hon. JOHN HAMMILL: Allow me to thank you, and permit me to author- 
ize you to express with those who haye joined with you my appreciation. 

HON. GEORGE H. DERN: A gavel which has not yet been delivered to us 
will be presented to Governor Phillips, who will preside at the session at 
the Grand Canyon in his own State. 

Governor Dern made some announcements. 

Announcemént by Secretary Hardee. 

CHAIRMAN POLLARD: The meeting stands adjourned. 

The meeting adjourned at twelve-fifteen o’clock. 


Governor Case. Governor Leslie will preside 


WEDNESDAY AFFERNOON SESSION, JULY 2, 1930 


The meeting convened at three-fifteen o’clock, Hon. Harry G. Leslie pre- 
siding. 

CHAIRMAN LESLIE: The meeting will come to order. 

I suppose you understand the program of the afternoon, This morning 
we «ranted consent to Governor Hardman to present his views on the 
prevention of crime, and we are gotmhg to allow not to exceed fifteen miu- 
utes. 

There will be no discussion because our time is limited and there are 
one or two of the members who want to catch a train, and we shouid iike 
to have them participate in the executive session. 

In so far as my duties here are concerned, I want you to be careful, be- 
cause one time I made the mistake of asking for no notes. We are yvoing 
to hear Governor Hardman, and we trust we can go ahead with cur meet- 
ing. ; 

After we have heard him there will be no discussion. WY shall turn the 
gavel over to Governor Dern immediately after the words from Governor 
Hardman, and chen we will resolve ourselves into a meeting of the exegu- 
tive session. 

Governor Hardman. 


Crime Prevention as Factor in Situation 

Hon. L. G. HARDMAN: Mr. Chairman, and Governors of the Conference’ 
I should like to have you,understand in the beginning that I do rot wish 
to minimize the importance of the proper care of the crimina! or the 
prisoner. I am as much interested in that, I think, as you are, and yet 
I do not feel thet that gets at the fundamental Dasis on which we should 
project our work. : . rs 

As [ said in the beginning, prevention rather than punisiiment; p even- 
tion rather thar cure. It was stated by one of the Governors this morning 
that the condition that exists now requires attention, and I took it from 
that statement that it wasn’t especially necessary to study the subject of 
prevention. ; 

I should like to answer that by saying that many years ago we at- 
tempted to treat typhoid fever, we attempted to treat diphtieria and we 
attempted to treat rabies, and it amounted to very littie. The mortality 
rats continued, and prevention has been the wer 2. ; ; 

Today, we stand out in the prevention of typhoid fever. It is a thing al- 
most unknown, and the same night be said of diphtheria and rabies. It 
is absolutely a fact tha: unless you apply prevention to rabies it wil 
terminate fatally. ; 

Then, I submit to you, we should now study prevention as well as the 
cure and punishment of crime,.and it is to that that I wish to speak to vou 
this evening. There are many ways that have been sugested, afd among 
those methods I wil: mention two to begin with : 

The first is that the great leader of Columb.a University stated that 
ignorance was the greatest crime of the age, and the men who were edu- 
cated, who are looking around educational lines said that in order to pre- 
vent crime education was the remedy. We goa step further and the church 
organization says that in order to prevent crime we must teach Christianity: 

Those were two fundamental statements that have been made, both 
of which I take it are Jarseiy true and yet crime conticies and America 
stands out today as probably the leading criminal nation of the world. It 
was stated oa this floor this morning that one of the Stutes had increased 
twelve per cent last year 1n crime. 

And ‘t is vererally eccepted, it is generally stated at any rate, that 
crime is decidedly on the increase in spite of the method of punishment, 
in spite of the method of the care in our institutions of all kinds. There 
seems to be an increase. 

Now the question is: Why is there this increase? And how can it 
be remedied? And it is to that that [I wish to address my thoughts this 
afternoon. 

The subject that I designate is the relation of finger prints to mentality 
and crime, and how-it can be applied in the educational institutions, our 
universities, and how it can be applied to each Governor of each State. 


Then in order that you might clear, at least to some extent the views 
that I have attained (and I do not overwéigh, shall I say, positive knowl- 
edge), in every discussion that has accurred before this Congress, whether 
it is the tax question or whether it is the prison question, I find just about 
as many differences of opinion as there are Governors in this Conference. 

Then I take it that if you do not agree—and I don’t expect you to agree; 
nor would I expect the experts in some sections of the country to agree 
—there are some who do agree, and I believe it is fundamntal, I believe 
it is practical, and I believe it can be applied by every State without a 
great deal of cost. 

Then, fundamentally, what I start with is something of the source of 
finger prints and what you will say to me is that finger prints never 
change but characters do. I want to submit to you some thoughts before 
you take that position absolutely. 

In order that I may do that, and in order that I may show rather than 
talk, I have a model of the human brain. I submit to you a model from 
the great State of Utah and from Salt Lake City, and therefore you can- 
not question the value of this great brain. 

The first thing I wish to call your attention to then is the scientific rela- 
tion between finger prints, mentality and character. I submit .to you, 
first, that no study has ever been made in the world, so far as I know. 

This suggestion has gone the world over, and the study that has been 
made on finger prints has been made purely from a criminal standpoint. 
In this study it is my purpose to eliminate that word “criminal.” 

New, then, how can finger prints relate to mentality? I submit to you, 
first, that I hold in my hand this model of the human brain, and I divide it 
into hemispheres, as you readily see here, and besides the two hemi- 
spheres we divide it further that you may even see something about it. 

The brain is divided into two great sections, so to speak, or functions, 
which are the cerebellum, which presides over animal life, and this which 
presides over intellect and the special senses. 

The part that I wish to present to you is this part, the cortex of the 
brain, the gray matter of the brain, and this gray matter presides over 
sensibility and the intellect. And the cortex of the brain, being considered 
the intellect, will be in proportion to the weight and the texture of the brain. 

The first manifestation that we have in life after the child is born is 
sensation, and sensation exists in the cortex or the gray matter of the 
brain. The gray matter of the brain, the cortex, where sensation exists, 
is the part that presides over the intellect, or through which intelligence or 
the mind operates, just whichever way you please to take it. 

I submit, then, that sensation is the first manifestation in the infant, and 
that sensation and sense are directly connected Pnatomically in the human 
brain, and that sensibility is directly connected with every single peripheral 
surface of the body. In other words, the peripheral sensibilities are simply 
an expansion of the brain cells of the cortex. 


Loops and Whorls as Index of Mentality 


If that is true, then there is a relation existing between finger prints, 
Whether you call it the patterns, whether you call it loops, whether you 
call it whorls, whether you call it papillae, or whatever you please to call it, 
there is a direct relationship existing between the cortex through which 
the mind operates and the finger prints or the patterns in the fingers of 
the human being, and that is not confined necessarily to the fingers. 

In the beginning, when the infant is born, the first manifestation is sen- 
sation. It is unnecessary for me to go into the details as to just what that 
means, but everybody knows without explanation. Then that, from the 
standpoint of anatomy, connects up the finger prints with intellect. 

If that is true, then the finger prints must have some direct connection 
with the intellect and to some degree measures the mentality of the indi- 
vidual, and that is determined by the character of the loops or whorls which 
I am able to present to you here by a scientist who has worked the problem 
out. Not only does it do that, but he is able by reason of the finger prints 
to differentiate between the colored and the white races. 

So much for the direct,connection. between the intellect and the cortex of 
th® brain. 
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The next thing is the character of the individual. The character of the 
individual is equally @etermined by the finger-print reading as is the men- 
tality. So we take it that from a proper study of the finger prints we are 
able to determine the méntality and also the character of the individual, 
as well as the race. Further, the character of finger prints is transmitted 
from one to another through heredity, and those of different families are 
of different character. 


Then how“is it that this can be made helpful in the study of crime, in 
the prevention of the crime, I should say; and how can it be applied? How 
can the Governors and the departments of justice apply this matter? 


In the first place, I want to submit to you*as Governors of this great 
Union that one of the most trying things that comes to you is the matter 
of clemency. Certainly it is so in Georgia. It has come that way to me, 
and in 1928 I had before me two murderers who had been sentenced to 
be electrocuted. 


I was unsettled as to whether _— men were mentally responsible for 
the crimes that were committed. ow could I determine whether they were 
or were not? How can you determine whether they are or not? It is 
submitted, if it is suggested in court, and it is brought forward and the 
matter of mental responsibility is passed upon. 

That settles it so far as that goes, but every attorney who appears before 
any Governor—lI take it that way because it is so in Georgia—makes three 
claims. One is that the man has an abnormal mind, that he is not respon- 
sible and is of low mentality, and for that reason he ought to be pardoned 
or committed to prison service, or some such statement as that. 


The next statement they make is concerning the physical condition, and 
I haven’t mentioned that in this statement because I felt I shouldn’t have 
time. They say: “This is a sick man; he is a diseased man and is not re- 
sponsibie for the crime he has committed.” Yet the court says he is, and 
there is probably no question as to his guilt. 

The next thing the attorney says to you is: 
of committing the crime he is charged with.” 
characier. 

With those few things, you say to the man who represents this criminal: 
“How do I-know whether this man has a normal mentality or is an abnor- 
mal man in any way, either physically or morally? How de I know?” 

He says: “A physician has presented a certificate that this prisoner, this 
criminal, is of low mentality,” and that is just about as far as you go. 


“This man is incapable 
Why? Because of his high 


Address Interrupted for Regular Program 


CHAIRMAN LESLIE: I think you will_pardon me and not consider me rude 
in calling to your attention that the time is up. It is a new subject. My 
time is limited. z 

I am turning it over to the executive committee. We are giving that 
much study in our State, and would like to hear from you on it because 
we have been doing some work along that line. 

I will surrender the gavel now to the chairman of the executive com- 
mittee, to proceed with the executive meeting. 

The question is this: We have some people whose time has been made 
and the plans for carrying them on. Governor Roosevelt would like to catch 
a train, and this would be placed in the printed proceedings. We would 
all like to hear this. We are encroaching on.the time of the absolutely 
set program that is essential to those who come here. 

That could be placed in our next program, and I should like to have 
all of us have it in the form you are so ably presenting it to us. That 
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would go to our department, and we have one who would be mightily pleased 
to have those things. ; 

I don’t believe we would be-in a position to carry back the many fine 
thoughts you are giving us. It is wonderful and we realize it, because 
there are many in our penitentiaries that ought not to be there. 

The only powers I have is to turn the meeting. If we have time later, 
we may have®%some discussion. Last year we asked for more time for 
discussion, and this year it was so prepared that we could have more time 
for discussion of the things that come up. 

There have been some questions on the program, and I have some very 
pointed ones I want to ask Governor Roosevelt before he leaves at five 
o'clock. 

I don’t believe we ought to encroach upon the time of the executive 
session, as much as we would like to hear more about it. 

You are now Chairman of the meeting, as I understand it, Governor Dern. 

Hon. L. G. HARDMAN: I don’t want to be persistent, but I don’t feel it is 
fair to leave it just in this shape, because I don’t believe you understand the 
situation. 

CHAIRMAN LESLIE: I might say that, aside from that, that is offset by 
the unfairness to the people who are here to discuss the things on the pro- 
gram at this time. 

We have hundreds of questions. This is one of the important ones. To 
me it is most important. ~ 

But we have people here who have come more than 2,000 miles who 
must leave, and I don’t want to be responsiblé for encroaching upon their 
time. 

Hon. L. G. HARDMAN: I want to say I am just about as far away from 
home as almost anyone. I am taking the place-on this program as provided 
and so agreed upon: ° 

There was no limit given. Of course, if vou insist upon it—but I don’t 
feel that is fair. I prefer not to present any of it. 

HON. ARTHUR J. WEAVER: I move you, Mr. President, that the Governor 
of Georgia be permitted to extend his remarks in the recerd. 

Hon. L. G. HARDMAN: Could you give me five minutes? 


Leave Granted to Extend Remarks in Record 


Hon. JOHN TRUMBULL: The Governors of the Conference, it seems to 
me, have come here to consider certain and definite questions. Time had 
been provided for discussion on those questions. No discussions have 
occurred, except in one or two isolated cases, on the suljects that have 
been on the program for consideration. 

I appreciate very much Governor Hardman’s talk, but I think in fairness 
to the other Governors we should stick to the program, and if we can 
find time I should te delighted, as one, to listen to the balance of what 
Governor Hardman has to say. Our time is limited and we have an Ex- 
ecutive Session that it seems to me ought t& be gotten out of the way 
first, and if we have time after that we can revert to Governor Hardman’s 
talk. ; 

I move you that we proceed with the Executive Session now, and if we 
can accommodate Governor Hardman afterwards, very well. 

Hon. ARTHUR J. WEAVER: I move that the Governor of Georgia be al- 
lowed to extend his remarks in the record. 

HON. NORMAN S: CASE: I second the motion. 

The motion was put to a vote and carried. 

CHAIRMAN LESLIE: Thank you, Governor Hardman. 

The meeting adjourned at three-forty o'clock. 


EXECUTIVE SESSION, WEDNESDAY AFTERNOON, JULY 2, 1930 


The Executive Session of the Governors’ Conference, held at the Hotel 
Utah, Salt Lake City, Utah, was called to order at three-forty o’clock by 
Hon. G. H. Dern, Governor of Utah. y 

CHAIRMAN DERN: This Executive Session is the business session of the 
Conference, and of course it is very important that we dispose of those 
matters. 

I think the first matter to come before us is the consideration of the 
matter of the creation of the proposed permanent secretariat. I read the 
resolution which was adopted by the Executive Committee at its Annapolis 
meeting day before yesterday. 

Hon. THEODORE CHRISTIANSON: May we have that read? 

CHAIRMAN DERN: I will ask the Secretary to read it. 

SECRETARY HARDEE: “Resolved, That the Executive Committee of the 
Governors’ Conference recommends that the Governors’ Conference pro- 
vide for a permanent administrative committee to act as a research and 
service organization and as a fact-finding body to furnish any informa- 
tion on public questions which may be from time to time required by the 
State governments or their branches, departments, or bureaus, and the 
administrative set-up, the financing and all other details connected with 
such permanent administrative committee, provided the Governors’ Con- 
ference decides on the same, shall be determined by the Governors’ Con- 
ference or under its direction.” 

CHAIRMAN DERN: That resolution contains a recommendation; and in 
order to carry out that recommendation this resolution has been proposed 
which i think might be read so as to put the matter before the House for 
consideration. 

SECRETARY HARDEE: “Resolved, That the Governors’ Conference hereby 
authorizes its Executive Committee to provide for a permanent admin- 
istrative committee to act as a research and service organization and 
as a fact-finding body to furnish any information on public questions 
which may be from time to tim desired by the State governments or 
their various branches, departments, or bureaus, and the administrative 
set-up, the financing and all other details connected with such administra- 
tive committee shall be fully determined by the Executive Committee.” 

CHAIRMAN DERN: If we may consider that before us at this time. Be- 
fore we undertake to act on it, I am going to ask Mr. Lawrence to tell us a 
little about the proposition that he and Dr. White submitted to us at An- 
napolis and what that plan consists of. 

Mr. Lawrence proposed this matter at Annapolis last year. It was 
presented by him originally, and I think we may understand it better if 
we ask him to tell us a little about it now. 


Suggestions for Clearing House of Information Explained 


Mr. DAvip LAWRENCE (Washington, D. C.): My interest in this matter is 
solely academic. ~~ 

I have been for many years studying processes of government; and a 
year ago at New London I asked Governor Dern if he thought there was a 
possibility of bringiffg about some exchange or clearing house of informa- 
tion for the servicé of Governors of States. He said he. thought there 
might be; and I told him I would, during the year, make inquiry to see 
what might be the possibility of such an organization. 

During the past year I have made some inquiries and I find a wide- 
spread interest in some kind of clearing house of information. I approached 
some of the foundations to see whether they were interested in viewing 
this as an educational matter—because they are interested in this kind of 
work---and I found a considerable interest in it. 

I am not, however, authorized to suggest that they would be interested, 
nor do T convey any proposal from anybody. I merely canvassed the ground 
to find out whether they would be interested. 

Now there are two conceptions involved in this matter, and I am frank 
to say I have one point of view about it. I think there is another, and 
I will state both as briefly as possible. 

I have thought of it primarily as an information bureau—as a library, 
if you will—located at some point where information can he cataloged on 


topics of interest to the governments_of the States, and to which the State 
governments might.write for information and be directed to sources. I 
have not visualized it as actually functioning as a part of any leyislative 
body.or any Governor's office makimg any drafts of legislation, or any- 
thing of that kind. 

My thought has been thatthe bureau would find where the information 
was available and direct attention of the Governors to the sources, and 
even make a library of its own of State documents rélating to these par- 
ticular subjects, in ‘the hope that we might get some central place where 
we could look for governmental information about the States 

There is another conception; that is, the secretariat idea. Frankly, 
I have no opinion on that point, and my own suggestion does not relate to it. 

If the Governors’ Conference at some time should have a permanent 
secretariat and should find that such an organization as this could be 
helpful in preparing programs, in finding out who are the champions of 
particular subjects or in some other way aid in the work of the Confer- 
ence, I suppose that could develop in the course of time. Indeed, the Gov- 
ernors’ Conference might of its own accord establish a secretariat without 
relationship to this’ particular information bureau or super library, or 
whatever you might call it. 

I am mostly interested in the clearing house of information from original 
sources. And I think such an institution can be set up. 


Setting Up of Organization Regarded as Practicable 


The second part, as to whether it can be utilized as an adjunct to the 
Governors’ Conference, is something I have not investigated, and of course 
am not prepared to express my opinion about it. 

My interest in the matter is purely academic. I canvassed the ground 
this year, and my interest in it ceases today. I desire to have no con- 
nection with it of any kind or description, official or unofficial 

I cannot serve on any such organization because of my rule of not having 
any connections with any government—-state or federal. But I am inter- 
ested in seeing state government studied better in this country. 

If the Executive Committee, or any future committee, should desire 
to get any information from our organization or from me, I will be glad 
to help in any way I can. My interest is purely academic, and those are 
all the facts I have. 

If the Executive Committee should decide to inquire into this matter 
or provide for such a committee, and if I can be of any help to it in 
putting it in touch with the sources which are interested in helping in 
this direction, I will be glad to do it. 

Professor White, who is also here from the University of Chicago, by 
coincidence conveys the ideas of Charles E. Merriam, Director of Political 
Science in the University of Chicago, who has also had a similar idea 
and who got in touch with former Governor Lowden who in turn wrote to 
Governor Dern. 

Governor Dern asked me if it was the same thing I had spoken to him 
about in Néw London. I told him I would find out. I wrote to the Univer- 
sity of Chicago, and found they had practically the same idea in mind. 

Professor White got in touch with me and we both went into it. We 
said at Annapolis substantially what I have just said here, except there 
was then a wider discussion informally of the possibilities. 

My interest in the matter is simply to present the information and with- 
draw from any further connection with it, except to be of help if so desired. 
Dr. White is here and will speak for Dr. Merriam, if it is also desired, 
from that standpoint. 

HON. THEODORE CHRISTIANSON: I would ask, Mr. Chairman, that Dr. 
White be heard. 

Dr. WHITE (University of Chicago): I don’t know that I can add any- 
thing to what has. been said already by Mr. Lawrence. This is a curious 
illustration of the same idea coming up in two places at once. 

Dr. Merriam’s interest in this comes out of his long interest in gov- 
ernment in Chicago and in linois and elsewhere, and I think is stimulated 
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= = fact that this sort of thing is going on in other groups of public 
officials. 

In many of your States you now have leagues of municipalities which 
have been established for a good many years, and which have a permanent 
information service. I take it this idea is about the same as that which 
is contained in the various State leagues. ; e 

The American Legislators’ Association, the body representing those peo- 
ple with whom you have to work, is also just on the verge of setting up 
this same kind of an organization, and I think as a matter of fact expects 
to get started this fall with regard to it. / 

I suppose I may say with even a better right than Mr. Lawrence that 
my interest in this is academic. The University of Chicago will be pleased 
to assist in any way it can at the invitation of the Governors’ Conference. 

If you wish us to be of any help to you in any way we can, we shall of 
course do so. But the invitation must come, of course, from you. 

If there are any questions, I should be very glad to answer them. 

Hon. Harry G. LESLIE: Can you give us some idea how this is to be 
financed? . 

Dr. WHITE: 
speak. 

Hon. Harry G. LESLIE: We are a bit interested in that. 

~ Dre. WuiteE: The financing, I suppose, is a matter which must be dis- 
cussed or settled, if the idea is approved by the Executive Committee in 
accordance with the terms of this resolution. I have no basis on which 
to answer the question. 


I am not sure that is a matter on which I am entitled to 


Possibilities of Financing Plan Discussed 


Me. David LAWRENCE: With respect to that question, I might say that 
I have had some talks with various people interested in this idea, and 
it is their feeling that this is something which the States themselves ougnt 
to appropriate money for. 

But it is difficult to take an experiment like this, bring it to the atten- 
tion of any government and immediately get any idea of its value. And 
hence it was thought that, for a period of five years, perhaps, or even seven 
if desired, it might be possible to finance this on an annual basis with 
the hope that the States, having recognized its value at the end of five or 
seven vears, would either discard it, on the theory it was not helpful, or 
find a way to finance it thereafter in their own State governments through 
the Governors’ Conference. 

I think one might safely say, if the Executive Committee approves of 
the idea and wishes to go further into it—I would say from my own 
observation and discussions that a reasonable amount could be assured on 
the basis of at least five years, so that the expenses of such an organiza- 
tion could be met. I have no doubt about that. 

And during that time it would be possible, it seems to me, for the State 
governments, through the Governors, if they though the idea was any 
good, to bring about annual appropriations to take care of this on a per- 
manent basis. Or; they might assume that it is not the function of the 
governments, and let it keep on in some other way through the universities 
or colleges or other research organizations. 

3ut the financing of it, I feel reasonably sure, can be accomplished if 
the Executive Committee develops a plan which seems to offer an oppor- 
tunity for service. 

Vast sums are being given annually in this country for education. 
sums are being given for scientific research. 
more important than research on government. 

And I am so confident that a sum of money can be obtained for this 
purpose—from ngt one source but from several sources of an educational 
character; not of “individuals but educational sourees—that I think we can 
safely assume that the financing would ‘be taken care of by the Executive 
Committee or some of these other gentlemen to whom I have referred. 


HON. THEODORE CHRISTIANSON: Is it your opinion that this financing 
could be secured from sources which would not raise any question as to 
the influence which the people controlling the money would have over the 
work of the research bureau? . 

Me. Davip LAWRENCE: Frankly, I think it can be obtained from some 
of “our leading universities. My idea is that they are very acceptable 
sources of cooperation for this kind of work. It is their job to instruct 
students in government. 

There will be some value in universities in working payallel. In fact, 
expenses of such an organization can be kept to a minimum because univer- 
sities have buildings, have office space, professors engaged in research 
work, and students engaged in the writing of theses. Much of this work 
can be accomplished through the .university sources. 

I have had great enthusiasm for the suggestion from the University of 
Chicago. I thought originally the bureau should be located at some central 
university. When I heard the University of Chicago was interested, I 
was glad, because I believed that would offer an opportunity for scientific 
development of research work. 


Vast 


Expediency of Proposed Bureau Is Questioned 


Hon. Harry G. LeEsuie: I can’t oppose this idea, because we have been 
doing that for a long time in our State. We have a legislative bureau. We 
are ina position to know the good laws of the other States. 

I am informed of your wonderful law taxing mortgages at the source. 
We get that. Each and every Governor and each department has been 
very kind to us in assisting us in gathering this information. 

I am afraid if we Governors go into this we are going to take ourselves 
too seriously. There are forty-eight States, and very few laws of one 
State, or part of the laws, will fit the other State. 

We had our experience with a university in our State at the last legis- 
lature on a registration law. I have graduated from two universities, 
and we cannot run our governments on theory. We have been hampered 
with the registration law that was given to us by students, and that 
proposition has shouldered upon our State an expense of $2,000,000 for 
something we do not need. 

If the Governors are on the job they will try to find all the good laws 
that would fit their State, and then sort it down to what they can use. 
Our State can use Very few laws in entirety that are enforced and helpful 
to other States, and I dare say your State is in the same position. 

We have the industrial East and we have the Western farming sections ; 
but in the central States, where I happen to be, we have some of both. 

There is a great difference as to how you govern your western States as 
compared with ours, and how you govern your eastern States as compared 
with ours, to say nothing of comparing the East with the West. You 
have problems that don’t appear in my State. 

So I am just wondering if, in the starting of this and in the financing 
of it, you realize that we get less than fifty per cent of the Governors 
to any of the meetings which shows, I am sorry to say, a slight lack of 
interest in what we are attempting to do. 

The largest meeting of this Conference was held in Indiana—not on 
account of Indiana, but on account of her central location. 

I am a little concerned about some of the foundations we are laboring 
under today—such as have been provided in the East, where one of sixty 
million can sell people among you and fill your mail boxes with stuff 
that ought not be in there, and who are supporting some sixty-six societies 
under some misnomered religious name. 

Nor would I attempt to go before our legislature—and probably some 
of you—and ask that they set aside some $1,500 up to $5,000 to find some- 
thing to place before a body that does not consideresolutions. 

We are here for a common intermingling of ideas; but I consider, if your 
laws are defective, get on the job and find the good ones. That is our 
poticy. 

But I don’t want to be hampered with an influx of university people, 
as we had from one of the near western States last time who insisted that 
we take down something that was absolutely detrimental to us and caused 
a great commotion. The hand-mark is still there. There was a great deal 
of dissatisfaction expressed. 

I vetoed the bill on the simple fact that $2,000,000 was something that 
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I know of nothing that is 


was so large we could not operate it, and something we did not need. 

But they enthused some of those who are interested in the uplift of gov- 
ernment, who know nothing of the practical side of it. 

The entire bill was based on the consideration that the voter is crooked, 
The voter is not crooked. It is the manipulator who does the work. This 
was all a tirade against the voter and didn’t belong in our state at all. 

For my part, the state of Indiana-has no use for a secretgriat, because 
we have-been doing this for years; and——any item thet you want—it wiil 
be our pleasure to answer you if you write in to us. We even have a 
man in charge of it whose salary was increased, and he refused it—he 
was so interested in the work. Anything you want out of Indiana, whether 
it be in New York or the extreme western states, you write in, and that 
is our pleasure. 

I went to Washington to talk about state control of taxes, and I came 
here from Tulsa, Okla. And I will go amywhere when you appeal to state 
pride, the same as you gentlemen will. _ 


Theoretical Views on Science of Government Criticized 


If you want a secretariat, find out the cost of it and the source of the 
money that is going to carry it on. I believe in universities and their 
respective lines; but I sometimes question the theory as would be passed 
out for governmental purposes—and I say that in all kindliness. 

It is mighty pleasing to be interested im the affair, and there will always 
be a difference, and a wide difference, of your laws as compared with mine. 
There always will be a difference, and some of the fine things we have here 
your constitutions don’t permit. Some of the fine thirgs you have—and I 
know of instances—aren’t permitted by our constitution. 

I think if we Governors spend our time at the job, which I am sure we 

are doing—I give it all of my time—and we find our laws are gl 
we can ask the states that we know, after a little observation, how they 
meet the question. We have asked many favors, and been granted many 
favors. It is there now for you. 
_I say I can’t object to this because we have been doing it for a long 
time in our State, and I am in favor of it. But I am just wondering if 
we aren’t courting something on one lime that we are objecting to on 
another line; and that is, interference by the Government. 

I am enthused about your Governors’ Conference. I only hope I can 
attend the next one and meet these people, that I may know you and have 
the pleasure of writing to somebody I know, rather than one I might know 
through reading some statement in the paper which might be misleading. 

The purpo$e of this Conference has beem wonderful; it fas been effective, 
and the kindly feeling between the states and the nation from the Govern- 
ment down has been inspiring. If there is any real reason for this, I am de- 
lighted to go along. Some of the states probably need this very thing, and I 
am going to close now that they may speak. 


Hon. HENRY §S. CAULFIELD: There could be no doubt, at least in my mind, 
as to the value of such an enterprise, if imaugurated. Of course, none of 
the states have to accept the suggestions that are made nor have to pass 
laws that are suggested. They can’t in any way be bound by the pro- 
ceedings of such a body. 

The thought comes to me, though—I always hate to suggest—this is such 
a very important matter that a year is not very long to lay upon it; and 
really we havent’s very much time here to consider it. Personally, it makes 
me feel that I am proceeding in the dark to turn it over to the Executive 
Committee to put in force without really an adequate idea of what they 
are going to do. They don’t even know themselves what they are going to do. 

It would “seem to me if this resolution were presented with the proviso 
that the Executive Committee would not take any definite action but would 

*formulate a concrete plan and present it to the next Governors’ Conference, 
we could then pass on it much better and much more intelligently. 


HON. THEODORE CHRISTIANSON: May we have that proposed resolution 
read again and see just what it provides ? 

SECRETARY HARDEE: “Resolved, That the Governors’ Conference hereby 
authorizes its Executive Committee to provide for a permanent adminis- 
trative commissittee to provide for a permanent administrative committee 
to act as a research and service organization and as a fact-finding body 
to furnish any information on public questions which may be from time 
to time desired by the state governments or their various branches, de- 
partments, or bureaus, and the administrative set-up, the financing and all 
other details connected with such administrative committee shall be fully 
determined by the Executive Committee.” 


» Control by Executive Committee Is Advocated 


HON. THEODORE CHRISTIANSON: It appears from the resolution that this 
does not direct the Board to set up any such research body, but merely 
authorizes the Board to do so. I, for one, as one of the Governors present, 
am willing to vote to extend that authority to the Executive Committee. 

I share the opinion of the Governor from Indiana that it would not be 
wise. for the Governors to turn the control of any such agency over to any 
of the universities, I am saying that without wanting to disparage the 
universities or the university men in any respect. 

I believe the control amd the direction of that agency should always 
be in the hands of the Executive Committee and of men who are experi- 
enced in the practical and administrative side of government. 

However, I have found in my experience as Governor of my state ex- 
tending now over nearly six years, that although I want to make my own 
decisions I always welcome the facts that fact-finding bodies, that members 
of university faculties who are engaged in the study of social and political 
questions may give me, and then I can act upon such suggestions. 

It is not my understanding of the functions of this research body that 
it is to frame legislation to be enacted in the different states, but merely 
to make available to tha governments of each of the states such experience 
in the other states as might be desirable, and certainly, as I said in my 
remarks yesterday morning, there is a great deal to be gained by giving 
each state the opportunity to learn from the experience of the other states. 

That does not necessarily mean we should adopt the policies of the other 
states, but we should know what those policies are and how the plans which 
may have been adopted to carry those policies through have worked out. 

Now, I can see no danger in setting up a mechanism of that kind. I 
believe, after hearing what Mr. Lawrence has said, that it would be possible 
to secure the financing of such an agency im such a way that it would not 
cast any refiection or imputation upon the motives which might inspire 
or en such an organization. It is merely a clearinghouse of infor- 
mation. 

The Governor of Indiana has said that each Governor can secure that 
information for himself. I am not familiar with the work of the Governor 
of Indiana, but I know as Governor of Minnesota I am altogether too busy, 
my time is too fully taken up with other things (sometimes trivial things) 
to make it possible for me to make even the inquiries that would be neces- 
sary in order to secure the information. 


I can see where an agency of this kind might take some specific prob- 
lem, like the taxation of gasoline, learn What the exPerience of all of the 
states~has been, collate that experience and present it so that the indi- 
vidual government or the members of the legislature may see at a glance 
what other states have dome and also may know what experience of other 
states has been. 

Such information would be of infinite value in formulating the policies 
of that particular state. IE can see no reason why we should definitely 
postpone a determination of this question. We have men on our Executive 
Council or Exécutive Committee who are able to give this matter every 
consideration to consider the possible financial support and to consider 
more fully what the particular province of this body should be, and to 
determine also whether it should be merely a fact-finding body or a com- 
plete secretariat. . 

Hon. HARRY G. LESLIE: Don’t we have all the information? Wasn't it 
given at the last Conference? I remember the paper read before the last 
Conference on the very subject of gasoline tax, and it told me how they 

. divided it into fractions in my state. We say we collect four cents. Three 
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goes to the highway commission, and one cent to thé counties. He had 
it divided into fractions, which doesn’t interest us. 

HON. THEODORE CHRISTIANSON: I mentioned gasoline taxes as-one in- 
terest. There are thousands of problems, Personally, I should. like to 
have some information from the Governors as to how they handle such 
matters as requisitions. 

-I know there is no uniformity of policy. I would know how the Gov- 
ernors of other states react if certain conditions arise. For instance, if it 
appears that the object of a requisition may be in part to collect a debt, 
I have been in the habit of refusing requisitions of that kind. 

I know that other Governors are very reluctant to deny requisitions 
on that ground. I should like to know what the experience of other Gov- 
ernors has been. 

This is not only for the purpose of securing information for proposed 
legislation. I would consider that only a small part of the work of the 
— organization. Executive and administrative problems arise every 
day. 

As Governor of my state, I don’t_feel I am competent to pass upon those 
questions without getting the experience that others have had, and I am 
frank to say that I am altogether too busy to get one per cent of the 
information I ought to have available at all times in order to do my 
work properly. . : 

I agree with you in this, that such an organization should be directed 
by the Executive Committee of this Association, and the control of it should 
not be surrendered to any research organization in any of our universities. 
I believe we may be seriously misled unless we have the benefit, the safety 
valve, if you please, of a group of men who are experienced in practical ad- 
ministration as opposed to bills. 

Hon. Harry G. LESLIE: In reply to you, there isn anything to this new 
secretariat that will offer you anything on how to make requisitions. That 
is a case where they make justices of the peace out of Governors. I had 
the pleasure of graduating in law, but I always call on the Attorney- 
General, or one of his assistants, because he has the same problem we all 
have, using criminal laws to collect a civil debt. I can’t see where that 
would be of any importance to us on that, although I asked that this Con- 
ference discuss it. It is a matter wholly up to the Governor and his other 
departments to handle the cases that have to do with requisitions. 

HON. THEODORE CHRISTIANSON: My discretion would be better if I had 
the benefit of the information as to what the attitude of other executives 
had been who have had fully as much experience as I have had upon the 
Same question. 

I admit that the Attorney-General can advise me .as to the law in the 
case, but the constitution and the laws and the principle of comity between 
the states gives me a discretion, and I think it would be well if in the 
exercise of that discretion we could have some idea as to how other men 
similarly situated exercise their discretion. In other words, it is an ex- 
exchange of experience which I think will improve the service of every 
Governor’s office in the United States. : 

Hon. Harry G. LesbiE: I want to say that that secretary bothers me 

with a lot of information on how you handle these individual cases. You 
must act on them and you must do it expeditiously. You must move on 
them. There aren’t any laws on that thing. 
_ It is up to the Governor. He must work his way out, and there is no 
information to be given by anybody on it because you are going to be 
blamed or credited for finding out or hitting-the ball. That is about all 
there is of the affair. I won't take more of your time. 


Publi¢ Financing Urged for Permanent Secretariat 

HON. FRANKLIN D. ROOSEVELT: May I state my general feeling on this 
topic ? I was appointed last year a committee of one to report on the crime 
laws in the United States, and I can read my report in a few minutes. 

It is very brief, but it has made my conclusion very definite that a secre- 
tariat of some form would be of great advantage, not merely as a clear- 
inghouse of information for us, not a library bureau-merely, but also a body 
to which we could go to obtain the opinion of Governors and other officials 
in other States on matters pertaining to active questions in our own States. 
So I am in favor distinctly of the idea of such a secretariat. 

On the other.hand, I am, I think, very much opposed to the thought tha‘ 
any of the funds for the maintenance of a secretariat should come from 
other than public sources. I am quite clear in my own mind that while 
we might obtain financial assistance from wholly distinterested. bodies, 
universities, foundations, or others, it is a mighty bad precedent for us 
to set. 

My thought is that the Executive Committee in the next few months 
formulate a little bit more clearly the functions of a secretariat, formulate 
at the same time a budget to let us individually know how much the pre- 
posed cost would be, and then to submit that plan and that budget to the 
Governors of the several States." If we approve it, we can go to oul 
legislatures, if the plan becomes operative, and ask for the necessary funds. 

I am inclined to think that the great majority of State legislatures 
would be only too glad to go along with this idea, because it would be # 
benefit to them as well as a benefit to the administrative department. 

For example, if a secretariat would cost $25,000 a year to maintain, the 
cost per million people would only be about $250. The cost to the Stat: 
of New York would be somewhere around $2,500, and I have no doub! 
that the legislature would be very glad to appropriate it. 

Therefore, | am* wondering if we could not amend this resolution to 
authorize the Executive Committee to bring in a concrete plan with a 
proposed budget and submit that to us by mail for us to vote on during 
the course of the summer so that in case a majority of the Governors wert 
in favor of it, it would go into effect. 

Nearly all of our legislatures meet next winter and we could find ou! 
very readily between now and the time we meet next year as to whethei 
our several States would go along with the plan. , 

HON. THEODORE CHRISTIANSON: Isn’t it possible, Governor Roosevelt, that 
Governors might be able to find money in their contingent funds to handle 
this? I don’t know how your contingent fund is, but I know mine could 
be used for any purpose which I think will advance the interests of th 
State of Minnesota. 

HON. FRANKLIN D. ROOSEVELT: Yes. 
motion. 

The resolution that is in does allow the Executiye Committee full author- 
ity. If the Executive Committee will treat that as an informal addition 
to that resolution, and we are all agreed on it, that is all right. 

CHAIRMAN DERN: Amend that resolution. 

HON. FRANKLIN D. ROOSEVELT: If we adopt the resolution, Mr. Chair- 
man, and we are all in general favor of that idea, I don’t think we need t: 
amend it. 

HON. ARTHUR J. WEAVER: You are amending it now. 

Hon. HENRY S. CAULEJELD: Not along that line. My idea was to have it 
along. 


I will make that in the form of a 


Preparation of Plan by Executive Committee Proposed 

HON. JOHN HAMMILL: Would it be the best plan to simply add that th 
resolution be amended by adding thereto the following, and state youi 
proposition affirmatively as an addition to the original resolution? 

I will second Governor Roosevelt’s motion if that is suggested to add 
the clause to the original resolution. 

CHAIRMAN DERN: The motion has been made and seconded that the reso- 
lution presented be amended to. the effect that before taking any action the 
Executive Committee shall prepare a proposed plan and a budget and sub- 
mit it to all of the Governors for a letter ballot. 

HON. Harry G. LESLIE: Are you going according to the rules as to how 
to consider resolutions? Ought this not to be a matter for your Executive 
Committee possibly to report in the form you put it or report back to the 
next meeting? 

I think we are undertaking here a rather large decision with but very few 
of the representatives of the States here. Many of them here are not in ac- 
cord with it. So I am just wondering if we are just not trying to do some- 


thing a little speedily here that is going to give us something that we must 
live with for all-time to come, because when you once start another de- 
partment that has to do with public money, and there is a salary attached, 
you seldom get rid of it. 

We are trying to get rid of the many different commissions and commit- 
tees and branches, and this is a new one brought on here that we absolutely 
know nothing abeut other than we are going to attempt to disseminate in- 
formation and some of us think we would like to make it more than that. 
I think it is a pretty serious proposition we are taking hold of until we know 
more about it. It sounds nice. 

If we are going to be informed about the things that are happening in 
other States, I.am just wondering how many of you people are going to pay 
attention to it or call in the department and have them look it over. 

I might say when we are in a little doubt about the laws which have to 
do with the subject, or any one matter, we have a multitude of departments, 
commissions, fact-finding bodies, and the legislative bureau where we have 
a library with copies of the laws of other Statés as you pass them. I can 
find out anything I ‘vant to know about your State. 

I should like to have you have an idea how you can help.yourself before 
shouldering another department. I think we are passing something on to 
somebody that we ought to take care of ourselves. 

I think we are asking somebody to do something for us that we ought to 
do ourselves. Let’s look after our own selves and our own States. We 
have the information for you and will gladly give it. 

I have addressedgseveral communications to New York and they have 
kindly answered, and promptly. I have asked certain things pf Wisconsin, 
and I think 1 have had an answer from your State (indicating Governor 
Christianson), and from several of the States. 

Now we are putting on another department, in a way, that we don't know 
how to pay? We don’t know how much is going to be asked of this secre- 
tariat by those who are fanatics. His life will be a burden. 

You must give him a big salary when you put him on because he is yoing 
to hear from all of those who are disgruntled, and he is going to be ex- 
pected te present things to this Conference many of which we have r¢ fused 
at this very meeting. 

I think you are getting into deep water, and I say I can’t oppose the 
university ideg of wanting to assist. Neither can I oppose the idea of gath- 
ering this information, but I am of the opinion that your many officers can 
give vou all of. the advice you want, if you want it and ask for it. 


my 
Referendum to All State Governors Is Suggested 

HON. HENRY S. CAULFIELD: 
read as follows: 

“Resolved, That the Governors’ Conference hereby authorizes its Execu- 
tive Committee to prepare and submit to the next Govrnors’ Conference tor 
consideration ,a plan for a permanent administrative committee to act as a 
research and service organization and as a fact-finding body to furnish any 
information on public questions which may be from time to time desired by 
the State governments or their various branches, departments, or bureaus,” 

CHAIRMAN DERN: Governor Caulfield, I am going to raise the point that 
objection has been made that, if done by the meeting of the Governors’ 
Conference, it will probably be done by a majority of the minority of the 
Governors and consequently will not be a true expression of all the Gover- 
nors. 

For that reason, the referendum of all the Governors, a vote taken by 
mail might be more representative, and have it discussed at the next meet- 
ing of the Governors’ Conference. 

HON. WILLIAM TUDOR GARDNER: I think it would be a valuable idea here, 
and there is nothing binding nor would there be anything binding on any 
ot the States or Governors. It f merely that a suggestion that an addi- 
tional service be. provided at the disposal of these States who care to use it. 

Necessarily, it is like everything else, dependent for its success on the 
way it is handjed, the way the machinery is set up and the personne! that is 
selected to run it. You must entrust the selection of that machinery and 
personnel to some small group of representative Governors, and I can see no 
objection to leaving the matter very largely to the discretion of our Ex- 
ecutive Committee. 

I think as « practical matter if that were done the Executive Committee 
would start in a.small way and perhaps not have the thing fully developed 
by the time of the next conference. It would at any time be within the con- 
trel of the Executive Committee or of the Conference itself, and could be 
changed from,time to time in accordance with the viewg of the Governors. 

In order to make any propress, 1 think some authority must be deleyated, 
and I see no objection to the original wording of this resolution as sub- 
mitted entrusting the matter to the discretion of the Executive Commit- 
tee. If, in their judgment, they see fit to inquire of separate Governors as 
to suggestions they may have or as to specific questions about the ma- 
chfnerv, well and good. 

If not, they have authority to proceed and make a start on a subject that 
may be of material value to us all and to the people whom we represent. I 
therefore speak in favor of the resolution as originally presented without 
amendment. 

Hon. Harry G. LESLIE: 


I move the resolution be amended so as to 


I want to second the amendment. 


Absence Is Noted of Majority of Governors 


Hon. NorMAN S. CASE: The thing that arises in my mind is this: The 
Governors’ Conference is supposed to be a conference of Governors of the 
forty-eight States and territories. I have attended the last four Govei nors’ 
Conferences and.J have never seen yet a majority of the Governors present 
of the various States and territories of the United States. 

In Connecticut, if I am correctly informed, there were twenty-seven Goy- 
ernors present. At this Conference, if I am correctly informed, there are 
twenty-three Governors present. Those are the largest Conferences which 
I have ever attended, that is, as regards the representation of Governors, 

I find, also, that it has been the policy of the Conference never to adopt 
any resolutions which relate to matters of policy. It seems to me that that 
is a most wise provision. The very looseness of our organization and the 
fact that we meet together and interchange ideas is the value of the Gover- 
nors’ Conference. 

Suppose, for example, twenty-five Governors should vote in favor of this 
resolution and twenty-five States should go into the proposition, you would 
then have to gllocate this between the twenty-five States for the result of 
this vote would not be binding on any Governors here present except in so 
far as the Governors who voted on it is concerned, and it would only be a 
moral and not a legal obligation. ; 

I find myself in considerable accord with the general idea of a fact-finding 
body which would be available to me as Governor of Rhode Island and to my 
suecessors and to the other gentlemen here and to their successors purely 
and simply as a fact-finding proposition. 

However, I find that the problems of my State are so vitally different from 
the problems of the Middle West, of the South and of the Far West that I 
do not consider under the constitution of Rhode Island there would be very 
much value in this fact-finding proposition. 

I also find that it would be necessary for me to go to my legislature and 
endeavor to persuade them of the value of this thing. I even find at the pres- 
ent time there is some question as to the value of the present Governors’ 
Conferences so far as the expense to the State of Rhode Island is con- 
cerned. 

Therefore, J do not feel that in voting upon this subject I would in any 
way bind Rhode Island or my successors in office, because I do not feel as 
executive I have the right to bind the body which appropriates the money, 
which is the legislature. Therefore, I do not feel that I am qualified or per- 


‘mitted, authorized may I say, te vote in favor of this proposition at this 


time. 

Hon. Henry S. CAULFIELD: May I suggest that under the motion as I 
have made it that the Executive Committee could communicate with all of 
the Governors,and come to the next Conference with their opinions on it. 
We may have that advantage. : 





28 GOVERNORS’ CONFERENCE PROCEEDINGS, 1930 


HON. JOHN GARLAND POLLARD: I have a few words to say in favor of the 
amendment offered by the Governor of New York. I think the plan sug- 
gested by him meets all of the objections offered by the Governor from In- 
diana. 

The plan gives the Governors of all the forty-eight States full opportunity 
to study the suggested plan as offered by the Executive Committee. I hope 
the Conference will not vote for the substitute offered by the Governor from 
Missouri for the reason that it will — the operation of the plan for at 
least one year. 

One year may seem a very short time but it is a long time in the term 
of a Governor, a State. The terms of many of our Governors are only two 
years, others four years. It is important, as I see it, that this source of 
information be set up at once. 

Another objection I have to the substitute offered by the Governor from 
Missouri is this: That we will probably never have at a Conference of Gov- 
ernors more than we had last year at Connecticut, twenty-seven. 

If the plan is brought back here for discussion at tha next meeting of 
the Conference, we will not have the advantage of the discussion offered by 
all the Governor§ but only of those present, and perhaps not more than 
are present here this afternoon. So I hope in the interest of expedition that 
the amendment offered by the Governor of New York may be adopted. 


Objection Raised to Further Postponement of Action 


HON. THEODORE CHRISTIANSON: I shall vote for the gmendment offered 
by the Governor of New York. I recall very distinctly that something like 
this was discussed a year ago, and apparently we have made no progress 
since that time, no further advanced now than we were then. If we 
make a definite postponement for another year, we shall very likely find 
ourselves in the same position a year hence. 

A few months ago I was present at Chicago and addressed the American 
Council of State Legislators, and I know that Council has under considera- 
tion the establishment of a body very similar to the one which is proposed 
here. 

If we postpone the consideration of this matter for a year we shall prob- 
ably be in a situation where the members of the State legislatures have 
made their set-up, which will be subject to their control and over which the 
Goyern@rs will have no direction. 

It seems that at least we ought to give the members of our Executive 
Committee the power to proceed, possibly to confer with the officers of the 
American Council of State Legislators with a view that their support mignt 
be enlisted, in the view that we might set up one organization in which the 
Governors, who are primarily responsible to the people of their States, 
should have a voice. 

I can see no reason for postponenient for a year. I have full confidence 
in the ability of our Executive Committee to handle this matter. 

Hon. Harry G. LESLIE: I am not finding fault with the Executive Com- 
mittee. I will say one word and then I will close. 

I wouldn’t care to ask our legislature to pay for something wo do not 
need, and we have it. If this had merit it would make more progress. We 
are taking too much time for a thing we are in doubt about. I can’t see the 
use of it, I will say, in so far as our State is concerned. 

If your State is in the making and wants this advice, we will giveall we 
have, and any other State will do the same, or those of the older ones that 
would like to profit by the things you people found out in the western sec- 
tion, and we know nothing about. I know ygu will be glad to get it. 

We are putting in another arm of government, another commission, an 
expense of money. It is a pleasure for us to spend $100, $200 or $300 to 
come to this Conference and meet one another and discuss the propositions. 

Governor Roosevelt and I, at the last meeting, asked that we have more 
time for discussion. In the arrangement here, they have been very kind 
and they have given us a wonderful program. 

On the pther hand, most of the papers that are read don’t interest most 
of us who come here. They don’t apply anyway. We don’t have the eleven 
State proposition you have over here. It is new to many of us people in the 
East. We would like to help you. 

*We don’t want to ho!d you back, but here is the situation as I see it: We 
are arguing over a thing here that I don’t believe a one of you Governors 
will pay one bit of attention to. I don’t believe you will read what is sent 
you. If they don’t send you a lot of stuff, they are not functioning. 

I am still of the original opinion that if you will seek these facts they are 
available now, just asghe road matter is available. I can get you a document 
in my State that will tell you to the very penny where all the money goes. 
whether they use it for schoois or otherwise, and many of the other subjects. 

We are not all wise. We are no wiser than the rest of you. Fortunately, 
we have collected more of this stuff than possibly some of you have. We 
would have to discard ninety-nine per cent of it. 

But I know you Governors are just as busy as I happen to be, and you 
are asking your legislature to pass an amount of money that a few are going 
to have to stand the expense of. 


Question as to Why Governors Fail to Attend Conference 

I don’t know how many object to this Conference; neither do you. Why 
don’t more come? I get a kick of my life out of it. I pay most of my own 
expenses, but I want to come. I want to meet you people. 

\I am not coming here with a serious idea of serving any of the States. 
That isn’t my purpose. If you are going to burden us with the fact-finding 
affair that is going to ask us to consider the many documents put out by an- 
other expenditure, matter of government, there will be no end to.where this 
thing will go when you get started. - 

I have confidence in the Committee, whoever they are. I am not express- 
ing any lack of confidence in them. I think you are getting into something 
pretty big. When you have only two years instead of four, you are going tu 
bind twice as many Governors. 

To go to_the legislature and ask for a $1,000 or $1,500 donation to keep 
up a fact-finding organization, when we have one at home that is costing 
us $4,000, I just merely wat to say to you we are really not interested. 

HON. FRANKLIN D. ROOSEVELT: May I say one word in closing, and that 
is that this amendment does not put the plan into effect. It merely suggests 
that the’*Executive Committee send out the plan to be voted on by the Gov- 
ernors of the forty-eight States. 

A majority of them may not approve it. If a majority of them do approve 
it, it doesn’t obligate or bind any Governor or any State to subscribe to the 
secretariat. 

Hon. WILLIAM G. CONLEY: I do not understand the Governor’s motion 
from New York to take the place of the resolution offered. As stated by the 
Chair, it merely was added to the resolution which retained the provision 
that the Executive Committee should establish—— 

HON. FRANKLIN D. ROOSEVELT: May establish. 

Hon. WILLIAM D. CoNLEY: If the Governor of New York’s motion 
is a substitute for the resolution, that is a different proposition. 

HON. FRANKLIN D. ROOSEVELT: It is an addition to the resolution. The 
original resolution says “may establish” and the amendment is to submit 
it to vote by mail of all the Governors. 

Hon. WILLIAM G. CONLEY: But if the Governor from New York please, 
your motion does not include that the Executive Committee would be gov- 
erned by the vote. 

HON. FRANKLIN D. ROosEVELT: I didn’t think it was necessary to include 
it. I understood it would be. 

Hon. ARTHUR J. WEAVER: I have been willing to listen to the older Gov- 
nors of this Conference, but it seems to me that the substitute or the amend- 
ment offered by the Governor of Missouri is-entierly sound and consistent 
with much that obtains in proceedings of this kind. 

The gentleman from Minnesota has mentioned the fact that they brought 
this question up a year ago, but they didn’t bring it up then as they are 
bringing it up now. 

This amendment offered by Governor Caulfield contemplates that there 
shall be a specific plan put before this Conference. Then we will have some 
discussion on it. We have had it here in an indefinite manner. We have no 


plan before us. We have no probable expense submittd. We have no means 
of financing as suggested. 

It seems to me that is the logical course to pursue. Then when we get 
together we will understand it and probably all be together on it. I an- 
ticipate that this plan might be worked out, but I think the Governor of 
Indiana has raised a fundamental question when he says that the problems 
of the States are different; the problems of the sections are different. That 
was also stated by the gentleman from Rhode Island. 


I believe if the amendment prevails as offered by the Governor of Mis- 
souri we would be in a position to settle this question in another year and 
do it more intelligently. 


Appreciation of Service Provided by United States Daily 

I want to suggest something here gentlemen that maybe you have over- 
looked, and that is in the service The United States Daily is now extending 
the people of America and the Governors, as well as other public officials of 
States, you are getting a large amount of this information now. It is a 
new service and I appreciate it very much. 

I am saving those files to the last page of The United States Daily which 
cover a discussion not only of the local but many national questions, but 
particularly questions 4f States. It is invaluable to me. I believe we could 
well take time-to have a plan worked out by the Executive Committee and 
submit it to us in a definite form in another year: 

HON. HARRY G. LESLIE: If we all read this paper we would be the best 
informed men in America. 

HON. JOHN HAMMILL: Time is fleeting. I move the previous question. 

HON. NORMAN S. CASE: I second the motion. 

CHAIRMAN DERN: A resolution was introduced. Governor Roosevelt 
made a resolution. Governor Caulfield either made a substitute’ or an 
amendment to the amendment. 

HON. THEODORE CHRISTIANSON: I don’t think Governor Roosevelt offered 
it as an amendment. I think it was accepted by the sponsors of the original 
motion as part of that motion. I don’t think the original motion was ever 
presented. It was simply read by the secretary. 

I think we can assume that the original motion is the recommendation 
of the Executive Committee with the paragraph added by the Governor of 
New York. So there is only the original question and the substitute motion 
before the body. 

CHAIRMAN DERN: Governor Roosevelt moved the adoption of the resolu- 
tion as amended by himself. Governor Caulfield moved shis amendment 
which is now the question before the house. 

As I understand the motion made by Governor Caulfield, it was to the 
effect at least that the Executive Committee would prepare a plan and 
budget and submit it to the next meeting of the Conference. You did 
not embody in your motion a requirement that it be ‘submitted to the 
Governors of the forty-eight States, did you? 

HON. HENRY S. CAULFIELD: No. 

CHAIRMAN DERN: The question has been called for. 
motion say “‘Aye;” contrary, “No.” 

Division was called for. 

CHAIRMAN DERN: All in favor of the motion arise. (Eleven stood.) All 
those opposed will arise. (Five stood.) The ayes have it, and the motion 
is carried. 33 

I take it that that disposes of the whole question. I_think it would 
have been quite appropriate if we had required the Executive Committee 
to submit it to all of the Governors; but I assume they may do that even 
without being required to do so. 

SECRETARY HARDEE: May we have Governor Caulfield write on this for 
our records just what his amendment is, and then we will have it. 

Hon. JOHN HAMMILL: I don’t care to necessarily question your parlia- 
mentary situation, but here is your status exactly. You have this offered 
as a substitute. 

The question, first, is whether you accept the substitute. Then the 
question is on the substitute. I think that would be your parliamentary 
situation, if the Secretary will accept that suggestion. 

HON. THEODORE CHRISTIANSON: Are we to understand that this debate 
will be part of the permanent record? 

CHAIRMAN DERN: I think so. I think the adoption of the substitute dis- 
poses of the original effectively and it is not necessary to spend any more 
time on that, and I so rule. 

HON. Harry G. LESLIE: 
to read his report. 


All in favor of that 


I think Governor Roosevelt should be permitted 
I understand he is Ieaving on the train. 


Progress in State Enforcement of Criminal Laws 


Hon. FRANKLIN D. ROOSEVELT: I will interrupt to read a report of the 
committee of one appointed at the Conference in New London last year. 


At the last session of the Governors’ Conference, I was requested to act 
as an informal committee of one for the purpose of making a report at the 
next session in regard to progress made by the different State Govern- 
ments in the war against crime, and particularly as to the necessity of 
securing by definite legislation fuller and more accurate statistics regard- 
ing the character and amount of crime, in order that the whole subject 
could be considered with more intelligence and with a far better knowl- 
edge of actual conditions than are now possessed. 

You will hear a special report on the advisability of creating a perma- 
nent secretariat for the Conference (you see this was written about a 
week ago) which would act as a clearing house of information and gen- 
erally assist in the coordinating of the activities in our different States 
along many lines. ; 

The necessity for a universal and central system of reporting of crimes 
committed, whether in the rural districts or in the great cities, and the 
publication of statistics in regard thereto, is so obvious as to need no 
further comment from me. 

In revising its entire Criminal Code, the State of Louisiana has adopted 
a very excellent provision in this respect which requires all sheriffs and 
peace officers to report not only the crimes on which arrests are made but 
all crimes which have been committed in their territory. 

I might add that the difference of total of crimes committed and the crimes 
for which people are arrested is very, very large. By making every peace 
offiter, as part of his regular duties, responsible for the report of crimes 
committed, whether the perpetrator thereof is known or not, and by re- 
quiring the proper department of the State machinery to collect, classify 
and publish at frequent intervals such reports, it will be possible to get a 
very clear idea of the actual amount of crime in this country without add- 
ing any expense for an elaborate statistical bureau. 

In case a permanent secretariat is created in accordance with the sug- 
gestion made to the Executive Committee, it seems to me to be important 
that a most important function for it to assume would be the duty of pre- 
paring a model statute requiring only the most simple statistics, and the 
forwarding of them to the Governors of the severa? States in the hope that 
it will be submitted with a favorable recommendation to the legislatures. 

I have collected considerable material on the subject which I will turn 
over to any committee or permanent secretariat which may be created as a 
result of the action of this session. Should it be decided that such action 
is not- wise. I think we can obtain assistance from the National Crime 
Commission, of which I am a member of the Executive Committee, to draw 
up such a statute and to send it to the Governors during the next few months. 

It cannot be said that much progress has been made during the year in 
attacking crime through legislation. This is largely due to the fact that 
only nine State legislatures were in session. Next year the legislatures of 
practically every State will meet and I hope we will see a coordinated and 
real effort made to take legislative action. 

I would like to call the attention of all of the Governors to the final 
report made by the Association sponsored by the American Bar Associa- 
tion which has been working for so many years on the Criminal Code. 
Many suggestions for the improvemem of our criminal codes are embodied 
in that report. They are worth the serious consideration of every 
Governor. 

A previous report, prepared by the late Governor Hadley, made by the 
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National Crime Commission covering the same subject, also contains much 
valuable material and I shall be glad to forward a copy thereof to any 
Governor who would like to study it. 

There has been an increasing tendency to meet the problem of our over- 
crowded prisons by seeking to eliminate causes of crime ang to reduce 
the number of prisons in every way possible. 

It is generally recognized that unless a prisonér is sentenced for life, 
he will eventually return to the community, and if our whole theory of 
prisons and penal treatment is not based so far as possible on the reform 
of the prisoner while he is in the custody of the State, we will continue 
to take in new prisoners at one gate to release hardened criminals through 
another, and our total criminal population will increase by leaps and 
bounds in consequence. 


Reducing Prison Population by Reforming Convicts 

There is, of course, a class of offenders from whom society must be 
protected—men who will always be criminals and who are beyond any 
efforts at reclamation, but there are many, many cases where a more in- 
telligent treatment of our prisoners will save the State many millions of 
dollars in providing for their reincarceration at a later date. 

There are also many cases of first offenders who undoubtedly can be 
made useful citizens by placing them on probation and suspended sen- 
tence, without herding them with notorious and hardened criminals no 
matter how short their terms. 

There are other cases where a penal sentence is necessary to inflict a 
sufficiently severe lesson but where scientific observation by trained men 
will reveal a real willingness to reform and to stay reformed which would 
make it advisable and wise to release them on parole at a comparatively 
early date. 

These two great matters, parole and probation, are now receiving in- 
creased consideration in almost every State. I am glad to say, for instance 
in New York, that I think we have made a most noteworthy progress in 
matters of parole. We have established, on the advice of men who have 
made the subject, a study of all their lives, a Parole Commission of three 
men drawing $12,000 a year each, who under the law are not allowed te 
engage in any other business and who have the complete control of the 
probation system in their hands. 

This has been made an independent department free from all connection 
with the heads of the prisons or the Department of Correction. Under this 
new parole body a special staff of trained and competent parole officers is 
created and it is hoped that we can now make a practical demonstration to 
our sister States of the advantages of competent officials working with 
complete freedom along modern ideas. 

I hope next year we shall take the next step and consider seriously the 
matter of probation which at present is rather left to chance or the indi- 
vidual idiosyncrasies of the different judges. 

The tendency of criminals to organize in what might be described as 
the interstate traffic in crime has’increased tremendously during the past 
two or three years. I feel that we must meet it by a combined effort, work- 
ing in close cooperation with the Governors and the legislatures of all the 
States in order that we may have such uniformity in our criminal proce- 
dure and punishments as will leave no place of refuge for the organized 
gangster in this country. (Applause.) ¢ 

CHAIR@AN DERN: The report will be embodied in the minutes. 


National Concern in Stabilized Economic Conditions 


LIEUT.-GOVERNOR BROWN: Just as I left Columbus, Governor Cooper gave 
to me a very brief letter to this Conference relative to the employment 
situation and bearing directly, on the address of Governor Roosevelt. 
There has not been one opportune moment for me to present this to the 
Conference. 

I do not feel at this time that it is wise for me to be permitted to read it. 
It is a three or four page letter relative to the employment condition in 
Ohio bearing upon the work of the American Statistical Association men- 
tioned in Governor Roosevelt’s address. It is signed by Governor Cooper. 

The motion that I wish to make for your consideration at this time is 
that it be submitted and ordered to be printed in the minutes of this meet- 
ing. That is a motion, Mr. President. I feel there is information that is 
valuable. 

Communication from Hon. M. Y. Cooper, Governor of Ohio. 

“TO THE GOVERNORS IN CONFERENCE ASSEMBLED: 

“It is a matter of deep regret to me that, due to the convening of the 
National Education Association in the City of Columbus at the time of 
the Governors’ Conference, I find it impossible to be present and join with 
the Governors assembled in the important deliberations which will come 
before the Conference. 

“I am very happy, indeed, to have as my representative Hon. John T. 
Brown, Lieutenant Governor of Ohio. 

“The Governors will have no more important question before them for 
consideration than that which has to do with the stabilization of economic 
conditions. The serious situation growing out of deflation in stock values 
last year at once became a matter of grave concern to the entire country. 

“The President met the situation with frankness and courage, calling 
upon the Governors of the various States to cooperate in speeding up 
public improvements and calling upon various private enterprises to do 
everything possible to prevent unnecessary unemployment. 

“Ohio answered the President’s request with action. All county and 
municipal agencies were asked to join with the State in the President’s 
program, and the fullest cooperation was at once given by the various 
local units of government. 

“A complete survey indicated necessary public improvement projects— 
State, county and municipal—for 1930 approximately $235,000,000. Of 
this amount, we asked that fully 70 per cent in contracts and purchases 
be made during the.first six months of the year, and we believe that this 
has been realized. The activity in highway building and public construc- 
tion of every nafure has made it possible to give employment to thousands 
of men at this time andis proving most effective as a stabilizing influence. 


Ohio Studying Causes of and Remedy for Unemployment 


“Not only have we carired this program forward as to public projects 
through a coordination of all State, county and municipal effort, but, in 
addition, we appointed eighty County Committees on Employment. Each 
of these committees includes in its membership representatives of indus- 
trial management, labor, agriculture, and commerce. ? 

“These county committees have worked most faithfully and effectively 
in expediting private enterprises and cooperating in pushing forward neces- 
sary public work with the result that many thousands more have been 
employed than would have been without the leadership of these com- 
mittees. 

“The problem of stabilization of industry and the prevention of unem- 
ployment is of such importance as to merit a continuing interest on the 
part of those entrusted with administrative authority. We are, therefore, 
appointing a permanent committee on employment to make a careful study 
of causes leading up to unemployment and to develop means for stabilizing 
industry and employment. We believe that this is a matter which may 
well challenge the attention of the Governors of the various States of the 
Union. 

“We were recently in receipt of a communication from a committee of 
the American Statistical Association relative to the need for more ade- 
quate facts on employmert and unemployment. The State of Ohio recog- 
nizes the need for the collectiofand compilation of statistics of employment 
and of unemployment by a uniform plan and in a more comprehensive way 
if the problems of unemployment are to be dealt with constructively. 

“This State stands ready to join with other States in an endeavor to put 
into effect the general plans recommended by the Committee on Govern- 
mental Labor Statistics of the American Statistical Association. 

“The suggestion is made, however, that perhaps more rapid progress 
could be made and that uniformity could be more fully assured if the 
Federal Bureau of Labor Statistics were given greater responsibility than 
that of a coordinating center. The specific suggestions in this respect are 


that each State Bureau of Labor serve as,a representative of the Federal 
Bureau in the collection of current statistics Of employment upon uniform 
blanks supplied by the Federal Bureau ‘in the compilation of such data 
according to a uniform plan. . 

“With personal greetings and best wishes for a very successful Confer- 
ence, lam 

“Cordially and sincerely yours, E 
Myers Y. Cooper, 

“GOVERNOR.” 

CHAIRMAN DERN: The next order is election of the Executive Committee. 

HON. FRANKLIN D. ROOSEVELT: May I again be out of order as I have to 
leave in about five minutes? I want to make one suggestion, and that is a 
very cordial invitation to the Conference of Governors to come to the 
State of New York next year. 

This is a matter which 1] understand, by custom, is left wholly in the 
discretion of the Executive Committee to choose the place and the date. 
With the cordial cooperation and messages from the leaders of the leyisla- 
ture, I want to extend this invitation to the Conference to come to New 
York next vear. 

If the good Executive Committee in their discretion decide that the 
eastern part of the country should not be graced with the Conference next 
year, then may I ask, as a part-time resident of Governor Hardman’s State, 
the privilege of seconding the motion which he will make to invite the 
Conference to come to Atlanta, Georgia. 


“( Signed) 


Nominations for Membership on Executive Committee 


CHAIRMAN DERN: Nominations are in order for members of the Execu- 
tive Comnittee. The Executive Committee consists of five members all of 
whom are elected at the same time. 

HON. JOHN TRUMBULL: Mr. Chairman and Members of the Conference: 
Having been a member of the Executive Committee and knowing some- 
what the work that it has had to do, I believe that a continuation of some of 
the old members with an addition of ney members each year would be 
beneficial. 

We have as one member of the Executive Committee at the present time 
a Governor who has given a great deal of intelligent effort toward the 
furtherance and work of the Conference, and I refer to our &ost, Governor 
Dern. I should like to nominate him to succeed himself as a member of 
the Executive Committee. 

HON. FRANKLIN D. ROOSEVELT: I second the motion. 

HON. JOHN ‘TRUMBULL: AJ] in favor of that motion signify by saying 
“ave ;” opposed, “no.” 

The motion was carried unanimously. 

HON. JOHN HAMMILL: J, likewise being a member of the Committee, 
appreciate the fact that they should be distributed over the various parts 
of the country generally, and I desire to move that Governor Case of 
Rhode Island be elected at this time as the second member of the Execu- 
tive Committee. 

HON. JOHN TRUMBULL: I second the motion. 

The motion was put to a vote and carried. 

Hon. H. C. BALDRIDGE: I desire to place in nomination for the position 
of member of the Executive Committee the Honorable Franklin D. Roose- 
velt, Governor of New York. f 

The motion was regularly seconded. , 

Hon. J. E. ERICKSON: I move that the genial Governor from Virginia, 
John Pollard, be elected as member of the Executive Committee. 

CHAIRMAN DERN: We have been proceeding to elect them as nominated. 
We will vote on the motion to elect Governor Roosevelt a member. 

The motion was put to a vote and carried. 

CHAIRMAN DERN: The motion has been carried. Upon Governor Erick- 
son’s motion that Governor Pollard be elected a member of the Executive 
Committee. 

The motion was regularly seconded, was put to a vote and carried. 

HON. ARTHUR J. WEAVER: I should like to nominate the Governor of 
Missouri, so as to give representation to the Missouri Valley States. 

HON. THEODORE CHRISTIANSON: I second the motion. 

The motion was put to a vote and carried. 

HON. THEODORE CHRISTIANSON: Inasmuch as my term expires before the 
next meeting of this Conference and inasmuch as I have been Treasurer of 
the Conference during the last two yars, I am going to nominate Governor 
Erickson of Montana as Treasurer. 

CHAIRMAN DERN: Is the Treasurer elected by the Conference or by the 
Executive Committee? 3 

SECRETARY HARDEE: Executive Comnmttee. 

HON. THEODORE CHRISTIANSON: Then I withdraw the nomination. 


Communication on Street and Highway Safety Is Read 


CHAIRMAN DERN: I think that might 
be worth reading. 
_ Secretary Hardee read part of the communication from the National 
Conference on Street and Highway Safety. 

HON. NORMAN S. CASE: I move that not be read and placed in the min- 
utes. Our custom has not been to have these outside messages read except 
such messages of congratulftion, and we might be accused of discriminating 
if we read it. 

CHAIRMAN DERN: Is there any objection tothat? If not, so ordered. 

Communication from the NATIONAL CONFERENCE ON STREET AND HIGH- 
WAY SAFETY. 

“IT am addressing you on behalf of the National Conference on Street and 
Highway Safety which, as I think you know, held its third general meeting 
in Washington, May 27-28-29, 1930. From the fact that the Governors of 
nearly all the States sent official delegations I hope you, as Chairman of the 
Governors’ Conference, may be disposed to bring the following summary of 
the results of the Street and Highway Safety Conference to the attention of 
the Governors at your coming meeting with the view of interesting them in 
lending their support to this safety program and messaging their legisla- 
tures in regard to the necessary legislation. 

“As Preisdent Hoover stated in opening the Conference ‘the great loss of 
human life in street and highway accidents and the toll of suffering among 
surviving victims is a national concern of grave importance.’ The fact 
that 51,000 deaths and over a million personal injuries occurred in 1929 in 
traffic accidents furnishes all the proof that is necessary of the serious- 
ness of the problem. 

“Unfortunately the accident rate has in the last three or four years 
mounted rapidly and there is every indication that it will continue toe 
mount unless something is done about it. The figures for 1930 thus far 
are even worse than last year. The increase since 1926 in the number of 
deaths in proportion to the number of automobiles in use is a most alarm- 
ing symptom. 

“Prior to 1926 the number of accidents per motor car had fallen every 
year, but since that date there has been such an increase as can only be 
accounted for by the growth of careless and reckless driving and, in many 
States, expansion of the use of motor vehicles by incompetent and danger- 
ous classes of drivers who are bringing widespread disaster to careful and 
law-abiding users of the streets and highways. 


Are there any communications? 


Conditions Favorable to Greater Traffic Safety 


“Secretary of Commerce Lamont, as Chairman of the Conference, in his 
opening address, presented a careful analysis of the trends of the accident 
situation as reflected by the official figures of the Census Bureau. His 
analysis showed that, in spite of the gloomy picture for the Nation as a 
whole as outlined above, there are Certain facts which should encourage 
effort and sound measures for dealing with the traffic problem. 

“Briefly, these are (1) the absence of any increase in railway grade 
crossing accidents, reflecting the results of intensive efforts on the part of 
the railroads; (2) the actual reduction of fatalities to children of school 
age which, contrasted with the sharp increase in fatalities to younger chil- 
dren and adults, indicates the definite value of safety education in the 
schools, including the school safety patrols; (3) the much smaller increase 
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in traffic deaths as compared with automobile registration: in the States 
which have strong motor vehicle departments and drivers’, license laws 
with mandatory examination, as contrasted with States that have not yet 
made such provisions; (4) the better accident. records of.certain cities 
which have given special attention to traffic regulation and improvement 
of traftic facilities in the last two or three years. 

“The above facts which were repeatedly brought out during the Con- 
ference made a deep impression upon the delegates and there was unani- 
mous endorsement of the measures proposed for dealing with the problem, 
including the uniform vehicle code with its drivers’ license and other 
uniform traffic laws, the model municipal traffic ordinance, the standard 
street traffic signs, signals and markings, and the reports dealing with 
protection of railway grade crossings and highway intersections, mainte- 
nance of the motor vehicle, traffic accident statistics and measures for 
relief of traffic congestion. 

“As a result of this Conference, and the previous Conferences held in 
1924 and 1926, an up-to-date and comprehensive program for coping with 
the many different phases of the traftic problem has been developed and is 
embodied in the final report of the Third National Conference. 

“While ait parts of this program are important, the key to definite im- 
provement is found in State. traffic legislation, including adequate official 
organization for administration of the traffic laws and regulations. This 
portion of the Conference program is obviously that which most directly 
concerns the Governors of the States. 

“As indicated\in the beginning of this letter, I am bringing it to your 
attention with the hope that, through the Governors’ Conference, you may 
find it practicable to enlist the sympathetic interest of the Governors and 
that they, in turn, will communicate their views on this important subject 

. to their respective legislatures and to the traftic officials of their States. 

“The report of the National Conference and the text of the Uniform 
Vehicle Code in the latest revised form will shortly be available in printed 
form. We should be glad to supply quantities of these and other Confer- 
ence publications to any of the States on request. 

“The Uniform Vehicle Code, which was originally prepared in 1925-1926 
in cooperation with the National Conference of Commissioners on Uni- 
form State Laws and endorsed by the American Bar Association, is again 
to come before those bodies at their meetings in the month of August. 

“Thus by September there will be available in final form a complete 
traffic code for State enactment based on a thorough study of experience of 
all the States, drawn up by the country’s ablest traffic authorities and 
approved in form by the recognized legal bodies. 

“With sincere appreciation of your interest and cooperation, I am 

“Very truly yours, 

“(Signed) <A. B. BarsBer, Director 
“NATIONAL CONFERENCE ON STREET AND HIGHWAY SAFETY.” 


Secretary Hardee began reading other communications. 

HON. WILLIAM TuDOR GARDINER: I move the Secretary reply to those 
various messages without encumbering the records. 

HON. FRANKLIN D..ROOSEVELT: I second the motion. 

The motion was put to a vote and carried. 

Hon. JOHN HAMMILL: Before we adjourn, I desire to offer a resolution 
on behalf of the members of the Conference that expression be given to 
Governor Dern and to the various organizations-yio have so ably assisted 
and cooperated in our entertainment and our pleasures here, and to the 
citizens of Utah generally our appreciation of their courtesies and kind- 
ness during our stay with them. 

Hon. Harry G. LESLIE: I second the motion. , 

HON. FRANKLIN D. ROOSEVELT: May I say goodbye to you and tell you 
I have had a perfectly wonderful time. I am very grateful to Governor 
Dern especially and all of the citizens of Salt Lake City and the State of 
Utah for the splendid time we have all had. I hope we.shall meet next year 
although the fate of some of us is still in doubt. 


Appreciation Expressed for Hospitalities Extended 

CHAIRMAN DERN: We will consider the 
adopted, if there is no objection. 

SECRETARY HARDEE: We haven’t appointed a committee to prepare the 
resolutions suggested by Governor Hammill. 

CHAIRMAN DERN: Was it your desire to have a committee appointed? 

Hon. JOHN HAMMILL: Either that or an expression as we see fit. 

I think we should-include the appreciation of the ladies to Mrs. Dern, 
either through a committee or as an expression of the group as a distinct 
class. 

CHAIRMAN DERN: It is moved and seconded that a committee be ap- 
pointed to draft the appropriate resolutions as suggested by Governor 
Hammill. 

The motion was put to a vote and carried. 

CHAIRMAN DERN: We will now have the report of the Auditing Com- 
mittee. 

Hon. FreD B. BALZER: As Chairman of the Auditing Committee, we have 
gone over the Treasurer’s report and we find everything in form. We have 
“checked the disbursements and receipts and everything checks out accord- 
ing to his report. If you want a written report, we will give you one, but 
if you will accept this as our personel report, well and good. 

Hon. Harry G. LESLIE: I move its adoption. 

The motion was regularly seconded, was put to a vote and carried. 

The executive session adjourned at 5:20 o’clock. 


motion of Governor Hammill 


THURSDAY AFERNOON SESSION, JULY -3, 1930 


& 


The meeting held at the Union Pacific Zion Canyon Lodge convened at 
2:15 o’clock, Hon. John Hammill, Governor of Lowa, presiding. 

CHAIRMAN. HAMMILL: The Conference will kindly come to order. 

Fellow Governors and Guests: This Conference is in the nature of an 
informal meeting for the discussion of any problems that have been pre- 
sented at the Conference, or if any Governor has any matter he desires to 
present, I am sure that the others will be glad to listen and perhaps dis- 
cuss with him the problem he might have. 

To my mind there is coming to a close one of the finest sessions that we 
have had since it has been my privilege to attend these Conferences. 
Governor Trumbull, during the period he has been Governor, I believe 
has attended the last six sessions. 

It has been my privilege also to attend the last six sessions. I have a 
record beyond that of Governor Trumbull as I was Acting Governor for 
four years prior to the time I became Governor. In 1923 I was the Acting 
Governor, Governor Kendall having become ill and went to Honolulu. It has 
been my privilege to attend seven sessions. 

I must say that I agree with what Governor Leslie said yesterday with 
reference to the importance and value of conferences of this type and of 
this Character. As a result of my attendance, I have become acquainted 
with the various Governors. : 

When matters have been presented to me in an official way, and request 
made for information pertaining to some department, we did not refer 
them to the department but sent some one to get the information, and 
ofttimes sent back to the Governor direct the information desired. I am 
sure much of that is brought about from the contacts we have in connec- 
tion with these conferences. 

This meeting, as I said at thé outset, has been called in order that you 
might discuss some of the papers or any other problems you might have or 
care to present at this time. There was one paper presented at the Con- 
ference which I had hoped might have been discussed while Governor 
Roosevelt was present, that was the paper with reference to unemployment 
and old age pensions as suggested and presented by the Governor at the 
opening session. 

I sincerely hope that you men today will take up and analyze that paper, 
in order that we might have a free understanding and discussion of the 
problem and have go out from this conference an analysis, if possible, of 
the principles that were presented therein. If some of those were un- 
sound, I hope that some Governor may present today the reasons why a 
policy of that type and character should be adopted or should not be 
adopted. 

Gentlemen, the matter is now open for the discussion of any problem 
any Governor may desire to present. I shall be glad to hear from any 
Governor at this time. 

Governor Case, what have you got to offer on the matter of the paper 
presented by Governor Rocsevelt? 


Discussion of Unemployment and Old Age Insurance 


Hon. NORMAN S. CASE: Fellow Governors, this comes so soon after 
luncheon that probably the blood has gone to my stomach for the purpose 
of digesting my food rather than gone to my head for the purposes of 
assisting the gray matter which is supposed to represent the brains 
therein. (Laughter.) 

I was quite surprised at the attitude which was taken by the Governor 
of New York in his paper unemployment and old age pensions. I would 
be loath to criticize the Executive Committee in the choice of the title 
beause, personally, I do not see where unemployment and old age pensions 
agree to a great extent, particularly as the Governor of New York said in 
his paper, that it was necessary for the working people to pay out of their 
wages at the time they were earning, a part, at least, of the money which 
would be necessary to turn back so they could be taken care of in their 
old age. 

In Rhode Island there have been some suggestions in regard to old age 
pensions. The difficulty with us has always been this: In Rhode Island 
we do not consider the care of the poor a State matter. We consider the 
care of the poor and of the handicapped and old age, and so forth, a matter 
to be dealt with by the town or municipality concerned. The State only 
deals with those cases where those who come under that category are not 
under what we term a settlement within the city or town concerned. 

Our situation in the East is not such that we are ready at this time either 
to recommend or to advocate old age pensions. Personally, it seems to me 
it takes away a great deal of private initiative. It takes away a great deal 
of family responsibility. 

It throws on the State those things which go so far that we term it 
almost a socialistic form of State if we are going to arbitrarily retire 
at 70 years of age or at 65 years of age or at 60 years of age, as the 
Governor of New York suggested might be done later on. 


As to the employment situation in Rhode Island, we have been h&rd hit 
by the textile situation, the backbone of Rhode Island, its industry being 
textiles. By textile I mean the staple wool and cotton goods. 

We have had considerable competition from the South in regard to coarse 
cotton. On fine cotton we seem to be able to manufacture within the 
-borders of Rhode Island as cheaply as it is manufactured in the South. 
Woolen goody, of course, we can manufacture up our way as cheaply as it 
can be manufactured anywhere in the United States. 

From an examination of the tax returns, because we receive part of our 
income in the State from corporate tax returns, I find that those concerns 
which are interested in specialties, so-called, have made within the year 
1929 as large, if not a larger, profit than they made during the year 1928. 
That to me was a little surprising. There has been great talk of unem- 
ployment. 

I think it is true, pessibly, that there are a large number of people in 
Rhode Island who are without employment. But I think that is due in 
great measure to the fact that labor seeks, at the present time, to choose 
its job. For example, within two weeks the treasurer of one of the largest 
corporations in Rhode Island told me at dinner that he advertised in a 
blind advertisement for some one to assist in the running of a large build- 
ing in Rhode Island. 

When they found that it was a porter’s job at $3 or $3.50 a day, out of 
the 128 applications that were made, there were but two who were willing 
to accept the job. In other words, 126 either would prefer to starve or not 
accept a job at $3 or $3.50 a day, and, of course, the answer is they had 
some reserve funds. 


Of the two who were willing to accept the job in Providence, the one 


_who was chosen was called on the telephone by the manager of the par- 


ticular building, and the reply from his wife was that he could not come 
because he was resting. 


Our theaters are full. There are plenty of automobiles in the families. 
There are plenty of radios. There are no soup kitchens in Rhode Island, 
and certainly no such situation obtains as obtained in the early nineties. 

There are no facts from which we can gather the accurate figures of 
those who are employed or unemployed, so far as I know, except the census 
figures which have been taken this year, and to criticize those figures as 
having been changed for political purposes is to my mind-beneath the 
dignity of any Governor. 

The situation is not so serious up our way. The depression is felt. The 
adjustment must come. It is an economic situation, and it is a situation 
for which neither the State, city or town government or Naional Govern- 
ment is responsible. It must be worked out through the local economic 
law. (Applause.) 

CHAIRMAN HAMMILL: Does any other Governor desire to be heard upon 
this subject? 


Necessity for New Adjustment of Industrial Relations 


Hon. H. C. BALDRIDGE: As a Governor from a Western State not having 
any large number of folks who are engaged in industry, notwithstanding the 
fact that aside from agricultyre the next two important industries of our 
State are lumbering and mining, I am inclined to agree quite thoroughly 
with the remarks of the Governor of Rhode Island. I want to go just a 
little farther and present to this Conference a thought which I have. 


I may be all wrong in it, but, nevertheless, I have that feeling, and be- 
cause I do think as I do regarding this grave situation, I am going to 
express very briefly that reason why I think as I do. 

Not long ago, as I came East from the State of Idaho, passing through 
the City of PocateHo I learned that the laboring people of the City of 
Pocatello engaged in certain kinds of activity had had a meeting with the 
thought of raising the wage scale. Very wisely, it seemed to me from the 
information I got as I came through, they decided that this was not a time 
to attempt to raise the wage scale. 

I learned in Salt Lake City on this trip that a certain gentleman who 
was employing a number of men on a certain kind of project was paying 
them a wage that he could afford to pay and still carry on this project in 
which he was engaged. As it developed, a certain other gentleman came 
around and requested that the price which he was paying the men being 
employed should be raised. 

This request was met by this answer: He could not afford to pay more. 
The gentleman rejoined by saying, “You will have to pay more.” He said, 
“Nothing doing. The job is ended right now. I can’t pay more.” 

We have heard a great deal of discussion in the last months relative to 
the unemployment situation. What has brought it about? What is the 
end of it all? This is the thing, Mr. Chairman, that impresses itself con- 
stantly upon me: We have arrived at a time in the United States, owing 
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to the industrial development in our own country and in foreign countries 
where there is going to a leveling up. . 

I don’t know what the end of it is going to be, but as I see it, somehow 
or other industry and men who are engaged in that type of work which 
we call the ordinary wage-earner may be facing a lowering of the wage 
level. It may be, my friends, that we are also at the same time facing a 
raising of the wage level, especially in the European countries and perhaps 
others. 

I cannot see any other solution of this situation, while American capital 
and American management is being invested in foreign countries, when 
foreign industry is sending men to the United States to study American 
ingenuity and management, than that this thing must happen. 

We hear a great deal about this being a mechanical age, and it is. In the 
City of Boise at the present time there is being built a building which 
when completed will, perhaps, be the largest building in the city. The 
contract let recently for excavation was let to a firm who moved into the 
center of the town with a shovel mechani€ally operated, and at the same 
time about four trucks, and they proceeded to excavate. 

A great deal of discussion arose about the capital of Boise, about these 
men who it was reported had taken this contract at a saving of about 
20 per cent as against the old way of using man power to do a great portion 
of that sort of work. 


Results of Displacement of Man-power by Machinery 

Again, we brought into place and inte play machinery to do that thing 
that in times past has been done largely by man power. That only illus- 
trates what is going on all over the land. 

Some how or other up to date we have done fairly well in taking up the 
slack along that line, and men have been employed. It is true that the man 
who takes a machine becomes a semi-skilled or skilled operator and thereby 
draws more wages. But the man that Governor Case spoke of, who works 
for $3 or $3.50 a day is being displaced. I can see no other solution. 

I should like to know the thought of the Governor of Connecticut and 
the men who are back on the eastern shore of the United States in the 
midst of industry. They know what is going on. They know that men 
with capital are going over and manufacturing on the other side where 
they employ labor for a third to 50 per cent of what it can be employed for 
a and manufacturing over there and shipping it back to the United 

tates. 

These, my friends, are some of the thoughts that are running through 
my mind. I say again, I don’t see the answer, but I can not see anything 
else than that we are facing a lowering of wages in the United States. 
I will admit to you, Mr. Chairman, that I will be sorry to see that thing 
happen. It becomes a problem that we as Governors are trying to do, 
applying our own business to the job of Governor and sitting around a 
conference table and discussing the problems with which we are con- 
fronted. 

So it becomes a problem for the man or the company operating in the 
United States and, perhaps, not interested in foreign countries, to sit 
around the table with the men they might like to employ and agree upon a 
program which means prosperity not only to the man who is the employer 
but the man who is being employed. 

Governor Case has expressed something of his ideas. He did not go as 
far as I should like to have had him. I should like to know what he thinks 
about these things, and also what you gentlemen think who are back in 
the midst of this textile manufacturing center. I should like to hear our 
good friends the Governor of Connecticut and the Governor of Virginia. 
We don’t happen to have our friend here from North Carolina, but we 
know that their industries are springing up down there. I should like to 
know what they think about this thing, because sooner or later, in my 
opinion, we are going to have to meet it. 

HON. THEODORE CHRISTIANSON: Mr. Chairman, there is one factor 
entering into the present unemployment situation that has not been 
mentioned. I refer to the shift of population from the rural districts to 
the great industrial centers. Some time ago William Green, President of 
the American Federation of Labor, made the statement that today there 
are three and one-half million unemployed in the United States. 

We have been told that since 1920 8,000,000 rural people (and by rural 
people I mean not only those who lived upon farms but those who lived in 
rural community centers, villages and smaller cities) moved into the great 
industrial cities of America. 


Movement From Farm as Factor in Unemployment 


It strikes me that there is a very close and vital connection between 
the three and one-half million industrial unemployed and the movment of 
eight million people into the industrial centers that formerly lived upon 
the farms. 

I believe that the farm problem is vital in the consideration of the prob- 
lem of unemployment. Economists tell us at the present time that 20,000,- 
000 people on the farms can produce all of the foods that the American 
people can consume. If that is true, and assuming that agriculture will be 
confined more and more to the production of food for our home population, 
assuming that industry will more and more deprive agriculture of its 
opportunity to sell its surplus in foreign markets, it means that in addition 
to the 8,000,000 that have moved into the cities during the last 10 years, 
there will be approximately another 8,000,000 that will have to go. 

I shudder at the results, Mr. Chairman. I believe that the reasons for 
the unemployment problem are deeper than we have suggested. I am aware 
of the fact that the increasing mechanization of industry has tended in that 
direction. Still I believe, also, that the increasing consumptive demand of 
the American people has been able to take care of the increased produc- 
tion due to mechanization. 

But it is not able to take care of the increased production which we must 
have if we are going to furgish employment to the millions of people who 
formerly lived upon the farms in isolated places, and comparatively in- 
dependent of the great economic movements of the country. 

Our civilization is becoming very complex. The machinery is becoming 
increasingly difficult to operate. I am afraid that we haven't engineers 
who are capable of handling the job. 

Speaking about the increased mechanization, I will say that Minnesota 
is not generally known as an industrial State, and still we have consider- 
able manufacturing in Minneapolis, St. Paul and some twenty smaller 
cities throughout Minnesota. We have in the northern part of our State 
the greatest iron deposits in the world. We are producing approximately 
two-thirds of the iron ore used in America. 

Prosperous villages and cities grew up on the iron range. Schools and 
municipal institutions were established. There was considerable extrava- 
gance in every governmental activity. For instance, in the village of 
Hibbing, a place of 10,000 or 12,000 people, we have a high school building 
that cost more than the State Capitol of Minnesota, over $3,000,000. 

We have established: there an overhead which must be supported, and 
still that village at Hibbing has lost within the last few years some 3,000 
or 4,000 in population. Hibbing is in the most active and most progressive 
part of the Mesaba range, because it has around it some of the most pro- 
ductive mines, the largest deposits and the richest ore. 


Causes of Cessation of Community Activities 


Other villages have been faced with an entire cessation of activity. 
Why? Two-reasons: In the first place the mining companies have been 
compelled to concentrate their activities on the higher grade ores in order 
to compete successfully. 

In the second place, we have doubled the capacity of our steam shovels 
since the great war. We have thrown thousands of people out of employ- 
ment in that one industry in Minnesota. With the increase of mechaniza- 
tion we are going to dispense,with more men in the future. 

It occurs to me that when we introduce labor-saving machinery that 
throws, we will say, one-third of our laboring men out of jobs, it is hardly 
fair for the capital that owns that machinery to collect that one-third in 


wages represented by the one-third of the workingmen who are deprived 
of their positions. 

Instead of looking for a reduction of wages, as my friend the Governor 
of Idaho seems to, I would say that the solution lies in reducing the num- 
ber of hours of labor per day and the number of work days per week so 
that with the reduction in man power required to produce every unit of 
production, we can have approximately the same number of men employed. 

I would say that those men should receive the same salaries they did 
before mechanization. In other words, that part of the value of the 
product which has been credited to labor should continue to be credited to 
labor after the introduction of labor-saving machinery, save and except 
the interest’ upon the investment in that machinery and the cost of re- 
placing it. In other words, we need to adopt the principle in this country 
that capital cannot continue indefinitely to increase its dividends by taking 
the bread out of the mouths of the working people. 

This may seem to be a very radical sentiment, but I am convinced, Mr. 
Chairman, that it is the principle that we will have to accept in this coun- 
try if we are going to avoid the alternative of having millions and millions 
of our working people permanently out of jobs. 

If capital is not willing to do this, there is only one way in which we as 
States can force capital todo it. If capital will not pay out this money in 
the form of wages, the other alternative is that they will have to pay the 
money out in the form of taxes, and the Government will distribute those 
taxes in the form of poor relief. 

That is a conclusion ] think we are reluctant to arrive at, we in this 
country who have abhorred paternalism. But conditions are more mighty 
than theories. I think the logic of events is leading us to the alernative, 
to force industrial capital to recognize its obligation to take care of the 
working people of this country by giving people in organized capacities 
the right to make exactions upon capital in the form of taxes and distrib- 
ute the money in the form of unemployment insurance and poor relief. 

Personally I would prefer the former alternative. I think this country 
owes a great deal to men like Henry Ford and a few of the other yreat 
industrial leaders who have had a social vision. We need to educate the 
industrial leaders of America before they get their instructions from the 
bitter experience of circumstances. (Applause.) 

Hon. JOHN H. TRUMBULL: Mr. Chairman, Governor Baldridge sugsested 
he would like to have an expression from the industrial East. Perhaps I 
as much as, or, perhaps, more than any other Governor here represent the 
eastern industrial situation. 

In private life I am engaged in the manufacturing business. We have 
five factories located in different parts of the United States, three in the 
East and two on the Pacific Coast. We have warehouses, offices and travel- 
ing salesmen, so we are doing a nation-wide business. I think I have a 
fairly good perspective of the situation as a whole. I have been personally 
engaged in the manufacturing business for the past 30 years in the State 
of Connecticut. 

Connecticut, as you know, is a highly diversified industrial State. I am 
frank to say that in my opinion the greatest menace that faces this 
country today is the subject of unemployment, and if this Conference could 
find a solution and could give the answer, it would go down in history as 
having accomplished the greatest feat in the history of this Nation. 

There are a great many cases leading up to the present industrial de- 
pression, social unrest and all of that. During the period that I have been 
engaged in business, I have seen these fluctuations occur. We have 
periods with the curve going up and then it abruptly drops. It goes 
through a valley, but it is generally upward. 


Consumption Demand Outstripped by Mass Production 


Mass production is responsible to a great extent for unemployment. 
Statistics tell us that at the present time one workman produces as much 
as 32 workmen produced 75 years ago. In other words, one man today 
working one hour produces a8 much wealth as one man working 32 hours 
did 75 years ago. Our ability to consume necessities, at least, hus not 
been onthe same basis. 

Of the entire income of the United States, 72 per cent is paid out in 
wages. The balance, 28 per cent, is used to pay wage on capital, is used 
to pay National, State and local taxes, is used for surplus to build up new 
industries. 

Let us assume that capital received no wage. There was no aggreyation 
of surplus to build new industries; there were no taxes to pay, and Jabor 
received the entire income of the United States. Their gross income would 
be only 28 per cent if they received it all, and still we have wage organiza- 
tions demanding 25 and 50 per cent increases. 

If we granted the increase that some of these organizations are asking 
we would be $18,000,000 short to pay the wage bill, to say nothing of pay- 
ing taxes, interest on capital and surplus for new investments. . 

This situation is going to become more and more acute. The only imme- 
diate answer that I see is a shortening of the productive hours per day. 
It has been estimated that a man working four hours per day universally 
can produce all the necessities, all the luxuries, make additions to surplus 
capital, and still enjoy all the things that we have in the past, and that the 
work hours per day required will become less and less as mass production, 
mechanizatien of machinery to take the place of manual work, increases and 
grows. 

We are going through a transitory period from the old hand method of 
production in New England into the machine age, and we are going still 
further into it. I know that in my own factories we are doing by machin- 
ery five to ten times the work that we did by hand only a comparatively 
few years ago. There is not an industry today that I know of, no matter 
how diversified, in the East that is not overcrowded. 

The same is true of the agricultural situation of the West. It is true in 
any industry or profession that you can name. There is an influx from the 
rural districts to the congested industrial centers. When they arrive, 
somebody has to move out to make a job, or they have all got to reduce the 
working time and spread it over a larger number. 

That is about the only immediate remedy that I see. It is not the per- 
manent or final answer. It4s only a temporary makeshift. 

When President Hoover call@d the conference nearly a year ago at 
Washington to devise ways and means to relieve the unemployment, the best 
that could be worked out of that, as near as I can figure, is that the Fed- 
eral Government, States, municipalities, districts, and all of those who 
spend money on public institutions and highways should go the limit, se to 
speak, while this industrial depression lasts, even borrowing and bonding 
for the purpose of public improvements, with the thought that when in- 
dustry returned to normal, they would then withdraw from the field and 
let this labor go into the natural channels. 


‘Labor Solution as Assurance of Permanent Prosperity 


That is only a temporary expedient and is not a permanent answer. 
But I want to say to you gentlemen that as I view it, here we have the 
greatest Nation in the world; we have the greatest wealth, the greatest 
natural resources, and I think it is safe to say we have in the aggreyate the 
brainiest Nation in the world. We have bulging storehouses; we have 
unlimited capital. We have managerial ability, and we have idle Jabor. 

If this Conference or any individual of any organization can put those 
together for the general good of all, they will have accomplished some- 
thing that will make this country impregnable from the approach of 
socialism, bolshevism, communism, or attack frém any Nation. 

We have not been able to solve the problem. The best brains of the 
country are working on it today. To my mind, when we find the solution 
to that, we will be established for all times, 

The only immediate remedy I see, as I said, is reducing the number of 
work hours and spreading the work out and giving them all a piece of it. 
That is a temporary expedient, but I believe it is the only one in sight 
that I know of. 

We have made survey after survey in the industrial East through our 
chamber of commerce, through our manufacturers’ association, through 
our industrial employment agencies. The net result shows that our norma) 
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business is off from 8 to 11 per cent, and unemployment about the same 
ratio. A great many of the factories, including my own, are reducing the 
hours and keeping the force on and giving them the wage they should 
have if they are going to exist. 

But don’t overlook the fact that there is only a 28 per cent margin 
between the entire income of this country over labor with which to juggle, 
and out of that we pay the national bills, taxes, highways; railroads are 
built out of it, and a}) industrial progress is built out of that margin. If 
we gave it all to them they would only get a 28 per cent increase. So we 
haven't the margin to juggle with. 

It is a serious problem, and we in the East wish we knew the answer. 

If this Conference, in connection with any organization or any group of 
individuals, can solve this question, they will go down in history as having 
accomplished, to my mind, the greatest feat of all time. 

I will be very glad to answer any questions as to the industrial situation 
in the East that I can. I am not saying that I am an expert on it, but I 
am in daily contact with it and I know something of the problems that we 
have. : 

CHAIRMAN HAMMILL: Governor Trumbull, there is one thought occurred 
to me in connection with the matter. I caught fully the drift of your re- 
marks and also those of Governor Christianson’s. Somebody,:some piace, 
somewhere, in the way of a consumer, is going to be compelled to absorb 
and take up this slack, aren’t they? 

Isn’t your buying public just about as thoroughly loaded as they can 
possibly be in the acquisition of the necessaries of life and the things that 
they must buy under existing conditions? You certainly are not going to be 
able to shift that to the farm. Where is it going to be shifted? 

Hon. JOHN H. TRUMBULL: That is what we are looking for. 

HON. THEODORE CHRISTIANSON: In that connection, .in order to clarify 
your speech, you said that waes constituted how many per cent? 

Hon. JOHN H. TRUMBULL: Seventy-two per cent. 

HON. .THEODORE CHRISTIANSON? Of what? ; 

Hon. JOHN H. TRUMBULL: Of the total national capital. 


Relation of Wages of Labor to National Income 


HON. THEODORE CHRISTIANSON: And all of the other is 28 per cent? 

Hon. JOHN H. TRUMBULL: Yes. That figure is compiled by the Federal 
Government. Those are about two years old, as I recall it. That is, in some 
form or other, all the income is paid out from the source of raw material 
to the finished product in the various turnovers, in the creation of machin- 
ery and the use of machinery, transportation. Agriculture and all forms 
of. productive labor combined assume 72 per cent of the national income. 

CHAIRMAN HAMMILL: Along that line, Governor Trumbull], the tigures 
as given were that four days a week, four hours a day will produce all of 
the articles that are needed. 

I am familiar with the figure of 28 per cent. To my mind it is going 
to be a mighty serious aspect. In fact I don’t know where. you are going 
to get the additional to take care of it. What is your idea of that specirtic 
thing? = 

Hon. JOHN H. TRUMBULL: Four hours a day for perhaps the working day 
but not four days. 

CHAIRMAN HAMMILL: That is what the release showed. 

-HON. JOHN H. TRUMBULL: The amount of wage per day per employee 
must be substantially the same or at least have the same purchasing power 
that it has for-the longer hours he works now. Do you get the point? 

CHAIRMAN HAMMILL: I do. 

Hon. G. H. DERN: The rate per hour is proportionately higher? 

Hon. JOHN H. TRUMBULL: Just so that what the workman gets in his 
envelope will buy him so much food, shelter and education’ for his children. 
I don’t care how you measure it in dollars. He has to get that in return for 
his labor, and he is entitled to it, and capital has got to pay it. 

This Nation is bulging with wealth, has managerial ability, unlimited 
resources, unlimited productive labor to command, and ‘the only wealth that 
is created is the result of labor. If we can in four hours'‘create enough 
for our necessities, our luxuries, education, building of ‘our‘highways and 
transportation, if we devote one more hour or 25 per cent! additional to 
permanent building for the future, we would be accomplishing a great deal. 

Take this wonderful West that we have had the privilege of enjoying 
and traveling through. As I came through it I could visualize these great 
main arteries going from coast to coast, north and south, the opportunities 
for railroads; the exploration of your mineral resources, your water proj- 
ects, all of that that is possible, that will all create wealth, 

_We are wealthy, but we could double that wealth if we could get these 
combinations together and everybody would participate in it and enjoy part 
of it. The thing is to find the solution. We haven’t found it at the present 
time. As I have said, the best brains in this country are working on that 
problem, but there it is. 

.There are those potential possibilities standing here ready to be put to- 
gether and put into operation. We could double the wealth in this country 
in a comparatively short time, and everybody could participate in it and be 
ack happier. Just how are we going to do it? It is there; it is a possi- 

ility. 


Shorter Working Day Advocated as Temporary Expedient 

Hon, H. C. BALDRIDGE: 
me it seems about this: 

-Under the present system of the commercialized world as we see it in the 
United States—for illustration, under normal conditions, with Governor 
Trumbull’s manufacturing plants running eight hours a day, 312 days or 
300 days in the year, he is paying, for the sake of illustration, $1 per hour 
for eight hours’ work. That is $8 a day. 

Do I understand now, Governor Trumbull, that you are advocating a 
four-hour day and paying $8 for that four-hour day? 

Hon. JOHN H. TRUMBULL: I am advocating as a temporary expedient a 
shorter working day. That 28 per cent margin still stands.in the way of 
paying that difference at the present time. That has to be worked out; it is 

ere. 

If a man works eight hours and gets $8 and he works four hours Jater 
on and gets $8, the other $4 must of necessity come from that 28 per cent 
that is left, until such time as we adjust it on a different basis. But it 
is better to get $4 than none. As I say, it is only a temporary expedient. 

You can’t make $2 out of a one-dollar bill; at least we haven’t been able 
to do it in business, : 

HON. THEODORE CHRISTIANSON: Why do you say that.is a temporary 
expedient with increasing mechanization? 

Hon. JOHN H, TRUMBULL: It is increasing because we have to find a per- 
manent solution. 

HON. THEODORE CHRISTIANSON: Isn’t it.a permanent solution? 

HON. JOHN H. TRUMBULL: It may be along that line and’those are the 
lines along which we are looking. We in the East in our industrial fae- 
tories are adopting that policy. In my own plants we are cutting down the 
hours and keeping on the amount of men that we have, Of necessity we 
can’t give them as much as we paid them for more hours, but that has 
got to balance itself up. I think that is the track we have to. follow. 

“Hon. HARRY G. LESLIE: Don’t you think we are just a little bit over- 
concerned about the present situation, in that we are. speaking before 
things have adjusted themselves economically? Governer Trumbull tells 
us that the greatest men of the country are trying to salve that problem, 
and they have not arrived at a conclusion. My contention is they shall 
not arrive at a conclusion, but the conclusion is in the: making and will 
present itself, ' 

If we will compare ourselves with conditions in foreign lands, we step 
into a town with the big digger. The hole is dug so soon that it astonishes 
you. In foreign lands they are doing that same work with:rope baskeis. 
They are not meeting the mechanical age that we are. thrown into. 

.If you remember, back in the Nineties the conditions were reversed. In- 
dustry had its trouble. To the farmer at that time a panic was a healthy 
thing because they always needed what he had to sell. 

I don’t want to speak on banking with an authority present, for fear 1 


As I undestand the Governor of Connecticut, to 
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might make a mistake, but we did put in the Federal banking system, If 
don’t know under what name, whereby the financial end of it was taken 
care of. 

Am I right in saying that the Federal bank can exchange money for 2 or 3 
per cent and then loan it out for 6 and 7 per cent? 

Mr, THORNTON COOKE: Yes. 

Hon. Harry G. LESLIE: That saved the financial end of it, but there 
never was a time of reckoning for the farmer. There never was a setback. 
There never was a time for him to collect when the adjustment came about. 
But they needed his product, and they bought it: : 

The panic did not hurt the farmer or his business, but it made the 
moneyed people wake up to the fact that they must change their methods in 
some way or other. But, as of late, a man with a smile could go into a 
bank and borrow all of the money he wanted, and they permitted him to 
borrow ‘too much. ; ’ 

Now we have gone into the mechanical age where one man is doing the 
work of thirty-two a few years back. I went back to my home town the 
other day and found that instead of the two-row cultivator they have the 
four-row cultivator. They have stepped on it. 3 

We are short of help in the country in my State because the wages in 
the city, $5 a day to start with and $8 if you make good, took the boys into 
the city, swelled the population of the city. There is some unemployment 
there because they don’t belong there. But they have taken the place of 
those who did work there. ° / 

We met in February to discuss the unemployment situation. I said at 
the time that I thought.we were speaking a little too soon because the farms 
had not opened up and there would be many going back. There were a lot 
of them that went back. 3 

‘The .statement of ‘fifteen of each one hundred in this and that industry, 
as made the other day, is not true in my locality except in mining where 
the wage scale is $6.10 as against betweerf $4 and $5 in Pennsylvania. The 
wage scale in Pennsylvania is lower than ours. Naturally they sell the 
Pennsylvania coal as against the Indiana coal. 

We go into the situation of how far is this money going to go to the 
wage-earner if he receives it? We are just settling up after the war. You 
know there were high wages and production and highways paved, and 
money flowed into the city. 

I will take you down to cities around my immediate neighborhood and show 
you piles of wagon wheels bigger than this building. I will take you other 
pfaces and show you not only hundreds but thousands of tractors still stand- 
ing, some given to the highway department. We got the idea that money 
was easy to obtain. : 

I don’t’ think we have any right to deny the boy in the country the right 
to see the bright lights. The distance has been eaten up. But if each man 
today who owns an automobile were compelled to keep up the cost of his 
ausomobile and the obsolescence and pay at the end of six months as ht 
pays his taxes, it would be a mighty severe jolt to the automobile busi- 
ness. 

Too many of them are driving cars that if they would’ figure up what 
it is costing them might attempt to live within their means. There isn’t 
any use of our arguing about this length of day or the amount of wage. 
It is going to come, reduced hours and increased wage, just as sure as the 
United States of America continues to exist. | 

CHAIRMAN HAMMILL: Who is going to carry that load? 


Automatic Adjustment Through Working of Natural Forces 


Hon. Harry G. LESLIE: The very fact those who are making these things 
by mass production must provide for somebody to buy them. If they are 
going to continue to pile up. the massive returns from mass production of 
hundreds of cars a day at a low wage and long hours, they must let some 
of it loose. It is going to adjust itself. 

We are coming into an age such as we have never experienced before. 
We don’t rule with the iron“hand as they do in the foreign lands, where 
they continue their work with the rope basket, carrying the dirt out on their 
backs to keep them all employed. We are going to have to make a readjust- 
ment of probably not more than we pay out. ys 

There may possibly: have to be a reduction in the amount of dividends and 
possibly the salaries of those higher up. There has been no reduction. 
There have been increases in the salaries of those who have used their mana- 
gerial ability. : 

So we come down to the point then, of the old age pension, assuming that 
this is goifig to drive them into the necessity of the States paying an old 
age pension. We in our State are not ready for the old age pension. It 
would not be true that we would do away with the county house if we do. 

Of course we passed a law that those who go into the county house and 
have estates, and the folks won’t take care of them other than to meet them 
after they are gone and get part of the estate, leave their estates to the 
State. So that reduced the number in the county house. 

We have had this experience with the old age pension. It has been up 
before our legislature.and has been defeated. We have it in the teaching 
system where they pay a little of their earnings. It would cost us more to 
get out of it than it did to go into it, but we have an accumulation of $8,560,- 
000, all invested, to pay the teachers at the retiring age. 

We have had one experience where the legislature had two bills that were 
similar, one to take half of a mill or a few mills to pension the firemen and 
another to pension the policemen. They accepted the policmen’s pension 
bill and rejected the other one. 

If we are going to keep it up, we must increase that amount. That has 
been most of our experience as far as pension for the old age is concerned. 

In the county where I live some have a little feeling against accepting it, 
and it would cost more to administer it in our thinly settled communities 
than the amount they would pass out. ; 

Any of you who are interested in old age pension, I don’t care what you 
call it, study the dole system in Engiand. They would like to be out from un- 
der it. ‘None of these States that have accepted it are really operating it in 
a fine way. 

They are not going all the way as was originally intended. Our State is 
not ready for the pension system, the old age pension. We have some fra- 
ternal organizations insisting on it, but we are not ready for it at this 
time. I think this unemployment proposition will adjust itself as it did in 
the Nineties. 

We are living a little bit over our heads, as a rule, and we are going to 
have to get the two’ adjusted in some way because, irrespective of how 
much more wage you give them, they are going to buy the automobile, the 
home, the furniture and the radio all on time. We are the victims of the 
high-powered salesman of today, where all the methods that have been con- 
ceived of are placed at the laboring man’s door to get every penny he has 
made or has prospects of making. 

He is now walking a lot of mortgages. His wage each Saturday night 
is doled out for the various things that he has bought. We are not going 
to find fault with him for doing those things, but this adjustment will come, 

As the good Governor said, the smart men have not been able to settle it. 
I think it will come as we begin to realize the situation we are in. 


Comparison of Conditions in Europe and America 


During the war we were only one of two countries that could ever feed 
its people, and we wasted more than it would take to keep Europe and all 
the lands. Our markets are temporarily out of shape. They plowed up 
their lands. 

Our farmers sold the horses, took the money to town and bought tractors. 
They plowed up thg pastures and increased production. ‘ 

Every university today will tell you how to increase the production, but 
they are not telling you a great deal as to how to dispose of what you pro- 
duce, in a systematic ‘way. So we are just getting greedy, and we want to 
live beyond our means, and we are doing it. It must be adjusted, and it 
will have to come through a natural system that I don’t believe men can 
settle at this time. - - , 

I had the biggest utility man in my State the other day make a confession 
when he said: 
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“We people who are making money with our electric lines and new lines 
that have produced, wealth can no longer expect the farmer who has no 
money to pay the taxes on his land. We must get away from the old land 
tax. We must put something on the kilowatt that is producing the elec- 
tricity.” 

They are getting the streams in our State. They are destroying our 
streams for profit, but they are*not dividing. When they can erect a big 
plant with one or two men in charge and produce electricity for miles and 
miles, with a few to look after the wires, they are going to have to arrange 
some way whereby they can give some percentage of their vast wealth 
to the support of the government of the State and the Nation. 

We are merely going through a readjustment period. They are over- 
stressing this unemployment proposition as refers to my immediate com- 
munity. 

We have no soup houses. We have our roads. We are paying $23,006,- 
000 for roads, and $18,000,000 goes to labor. There is a $150,000,000 project 
of the utilities going on in our State. 

There is much being built in the way of public improvements. But we 
do not permit them to build the kind of school houses referred to by Gover- 
nor Christianson. We have control Over those things, if ten people want to 
come in and protest. 

In one building project we saved $201,000 and gave them the very thing 
they wanted. They took a pot shot at the amount of money it would take. 
But we found out what it weuld cost, and did not change what they wanted, 
and gave it to them at a saving of $201,000. You are going to have to get 
out into the smaller units and make them live within their means. 

In our State, when a man wants a highway and does not want a schocl 
house and another man wants a school house but does not want a highway, 
we get them together, and they pat themselves on the back and get botin. 
We make them come before the tax board ard give us a reason for their 
objectiom 

With regard to the boys going into the cities for high wages and bright 
lights and other things, yeu cannot deny them that privilege. I have had 
men work for me that had a little sent home to buy an automobile. Most 
of them were in debt. Most of our families are living beyond their means, 
whether higher up or not. 


Necessity for Mutual Concession by Capital and Labor 


I think the readjustment will come about and there will be shorter hour: 
and there will be more men employed. 1 don’t know exactly, Governor, 
whether it is going to be an increase or a decrease of wages, but it is going 
to be necessary for us to employ possibly more men. 

We attempted to help them out in Peru, Indiana, where we were going 
to build a viaduct. We said, “We will give you twenty-five cents an hour.” 
There was such a complaint made that we very nearly had to send to 
Chicago to get the labor to do it. 

There are two sides. We must give and take. Capital and labor are going 
to work the thing out. It is bound to work out that way because automobile 
companies are consolidating. 

They are realizing there are too many in the field. Something is going 
to happen, because they can’t continue to manufacture and sell these products 
produced in this mass production way unless there are people to buy them 

~Hon. Louis L. EMMERSON: On the basis of our present wage scale, what 
is our opportunity for the increased sale of eur merchandise in foreign 
markets? 

Hon. JOHN H. TRUMBULL: I see very iittle. 

Hon. Louis L. EMMF SON: I recall an address by the Secretary of Labor, 
Jim Davis, some time ago when he was nominated for the Senate in 
Pennsylvania, in which he made identically the same statement you mad: 
except in different languaze. 

He said that the factories of the United States as a whole, operating 50 
per cent of the time, could manufacture all of the products that we could 
consume in this country. 

Hon. JOHN H. TRUMBULL: I think that is true. 

Hon. Louis L. EMMERSON: That means we are either going to have idle- 
ness or find a market for the other 50 per cent of the product, does it not? 

\ Hon. JoHN H. TRUMBULL: That would appear to be the situation 
right now. , 

Hon. Louis L. EMMERSON: We are unable, as a matter of fact, on the 
wage scale paid jn the United States today, to compete with other countries 
of the world in the shipment of merchandise from our own shores? 

Hon. JOHN H. TRUMBULL: That is absolutely true. That is demon- 
strated by the fact mentioned by Mr. Baldridge about some of our Amenean 
corporations going abroad. ; 

I have two or three in mind that I could name, which I will refrain from 
stating, who have shipped their machinery and set up producing units 
abroad where they could utilize the cheap labor, bring it in and pay the duty 
and lay it down here cheaper than we could produce it right at home. With 
that situation existing, there is apparently no opportunity to .,xport an; 
American made product. 

Hon. Louis L. EMMERSON: How are you going to increase your wage 
scale then? Our agricultural communities are in-such condition that their 
buying power has been greatly reduced. There is no question about that. 

We have bought so much merchandise on the time payment plan, as sug- 
gested by the Governor of Indiana, that we are really contributing today to 
the stock we bought vesterday and last vear. That applies to the fur coats 
the ladies wear as well as to automobiles that we men buy. 

Hon. JOHN H. TRUMBULL: I might say that is to my mind one of the 
chief causes for the present depression. 

Hon. Louis L. EMMERSON: I think so too. I agree with you absolutely. 

Hon. JOHN H. TRUMBULL: That is not only true as to mortgaging futut 
wages but it is doubly true as to the fictitious values that our stocks on th: 
exchange have arrived at. 

In other words, the price of stocks on the market are anticipated-for the 
next ten years, so that on one side capital is dealing ten years in the future 
and the wage-earner is dealing as far in the future as he can get credit for. 
That is an unhealthy situation, and when ft starts you have got to go back 
and start over on a more sound basis. That has occurred and re-occurred 
and will occur again. 


War-time Production as Factor in Overindustrialization 

Hon. Louts L. EMMERSON: “May I ask another question? Were the 
great earnings of industries during the war and following’ thai 
time a contributing cause to our over-industrialization? Didn't we expand 
our overhead during the past few years? 

Hon. JOHN H. TRUMBULL: Of course during the war period every pro- 
ducing unit in this country was expanded to its utmost, and we are getting 
the result of that over-expansion at the present time. In other words, it is 
going to take us from five to ten years to grow up to what our production 
is today if we don’t expand another bit. But during the next five years we 
are going to keep on expanding; it is inevitable, and we are up against th: 
same situation. 

Hon. Louis L. EMMERSON: As the Governor of Iowa says, if the foreigi 
markets are closed and if our own people have gone as far as they can 
purchase, where are we going to dispose of the product that this over- 
industralization can produce? 

Hon. JOHN H. TRUMBULL: Governor*Emmerson, you cannot dispose of 
more wheat, more clothing, more necessities than the public can consum«s 
A man's stomach holds about three pints and you can’t put two gallons 
into it. 

Hon. Louis L. EMMERSON: 
hours of labor? 

Hon. JOHN H. TRUMBULL: You cannot. At least I have found it that 
way. We have a surplus that if we could put it into permanent improve- 
ment and still have plenty to use, we would still be making progress. 

HON. THEODORE CHRISTIANSON: We couldn't put those in permanent 
improvement without mortgaging the income of the future, because w+ 
would have to issue bonds, and those bonds would have to be paid out of 
the tax receipts. 


You cannot pay an eight-hour wage for four 


HON. JOHN H. TRUMBULL: Of course, that is the argument for temporary 
relief now, which is only a temporary expedient and not a permanent so- 
lution. 

Hon. WILLIAM G. CONLEY: 
and goes on. 

Hon. Louis L. EMMERSON: I was trying to get the theory advanced by 
Governor Christianson. ~1] doen't gather what he has in mind. 1 don't see 
how you are going to pay fer idleness when you are unable to pay for em* 
ployment. You are trying te split up the time to give-them half a loaf if 
you can't give them a whole loaf. 

Hon. THEODORE CHRISTIANSON: If you introduce a labor-saving machine 
so one man can do the work of two men, capital cannot absorb the wages 
of that one man. All it is entitled to receive is the amount represented on 
that investment and the cost of maintaining and replacing the machine. 

CHAIRMAN HAMMILL: Haven’t you taken this position? For instance, 
we have said to the banks, ‘We must have iess banks. You cannot and 
should not charge more for the business you transact, but you should have 
a greater volume of business. Your profits should be made upon the 
volume.” 

Hasn't your industrial business, Governor Trumbull, almost reached that 
same stage? So it is veally mass production and more production and 
perhaps a profit-taking 6h volume rather than upon a less production. Is 
that correct, generally speaking? 

Hon. JOHN H. TRUMBULL: The only limitation to manufacturing, the 
only limitation to agriculture, the only limitation to products of any kind 
is your markets. If I had a market for my industrial plants I could build 
a factory that would reach across my State. It is an easy matter to pro- 
duce, but you can’t build with it, 

When you have saturated the consuming public then you have to curtail 
your output. I don’t care whether it is agriculture or what it is, that is 
What has to happen. We have not been able to overcome the law of suppiv 
and demand as yet. If we ean overcome that, I can build a factory that 
will reach out West, but 1 don’t think we can ever overcome that. 

Someone in Washington, a new Senator, suggested two bills he would 
like to have introduced. One of them was a bill to repeal the law of gravita- 
tion and the other was to repeal the law of supply and demand. They are 
both equally impossible. 

CHAIRMAN HAMMILL: Governor Christianson, in the matter of this 
agricultural farm, I know a lot of people have become apparently alarmee 
aboyt people leaving the farm. I have rather taken the position that if 
they could find industrial employment, let them go into the industrial field. 

HON. THEODORE CHRISTIANSON: I take the movemef€tt from the farm to 
the country is not as much a menace to agriculture as it is to industry. 

Hon. JOHN H. TRUMBULL: That-is absolutely true. 


It increased your production, so it is a cycle 


Anticipation of Earning Value of Industrial Stocks 


HON. THEODORE CHRISTIANSON: Speaking of the farm trouble, Governor 
Trumbull, you spoke about industrial stocks being anticipated ten years in 
advance, that is they paid prices for stocks which included the profits the 
stocks would earn. That is the principal agricultural problem at this time. 

CHAIRMAN HAMMILL: Getting back to Governor Leslie’s suggestion, here 
is another problem that is geing to confront you from an agricultural stand- 
point. He talked about the four-row cultivator. In Iowa where the Jands 
are level, men are grouping together groups of farms. For instance, the 
College Mortgages Company have foreclosed a number of mortgages. 

If they happen to have a sufficient group for power operations, they tuke 
out the fences, remove the small buildings, leave the barns and the house 
stand, plant those fields, cultivate by machinery and operation in just that 
fashion. There are three or four people operating in the same manner in the 
State as well. 

Illustrative of another feature in connection with it is this, and it is a 
positive fact: A man in Pocahontas County put out 2900 acres of corn last 
ytar. He plowed with a tractor, and, of course, he cultivated with a drag 
dise, planted with a four-rew planter, cultivated with his four-row cultiva- 
tor, husked with a husking machine, did the work himself and produced 
12,000 bushels of corn on the 200 acres. 

Hon. Louts L. EMMERSON: He didn’t make any money. 

CHAIRMAN HAMMILL: No. What are you going to say to that fellow? 
We say to the farmer, “In ovder that you should make money you must 
have increased production.” He was trying to meet the economic situation 
and make money. Are you going to penalize him? “It would have taken 
originally one man with a team to take care of 40 acres of corn. 

So you get rid of about five men that would be necessary for 200 acres 
This one man operated the farm with his tractor. Other fellows are doing 
the same thing or are going to do it. It is inevitable. 

HON. JOHN H. TRUMBULL: I should like to make one comment on a sug- 
gestion raised by Governor Christianson. ‘In the mechanization preduc- 
tion, this is true of industry in the East, while we have practically doubled 
our output with the same amount of manual labor, those industrial conceris 
have in turn given the benefit of that to the buying publie because their 
ratio of profit on output has remained substantially the same. 

I can name numerous products that are selling cheaper today at the high 
priced dollar than they did ten and twenty years ago when produced by hand. 
So that benefit has gone to the general buying public. 

HON. THEODORE CHRISTIANSON: Inasmuch as the general buying publie 
is also an employed public, the real wages probably have not been re- 
duced, even if the nominal wages have. 

Hon. JOHN H. TRUMBULL: I want to make one further statement. 1 
want to say to you gentlemen from the Middle West. representing the agri- 
cultural States, agriculture is our basic industry in this country. All of our 
wealth, all of qur prosperity, all of our progress is absolutely based on 
agriculture. The industries are secondary. ; 

No matter how bad your business depression becomes, somehow or 
other, you have got to get something to eat, and that comes from the soil 
of the farm. In case of necessity you can get along without your manu- 
factured product, you can get along with less machinery, less clothing, 
they wear them lonyey 

But you have to eat, you have to have a place to sleep, and Yur basie 
agricultural industry, to my mind, is going to come through better than 
any other line of industry. 

[ want to say further that we of ,the industrial East depend for our 
very livelihood on the success of the agricultural West. If agriculture is 
not on a sound basis, it is immediately reflected to us in the East. We 
depend on you absolutely, and nothing helps our markets more than a 
successful agricultural situation. We are dependent upon it. 


a s a 
Dependence’ of Indistries on Prosperity of Farmer 
Hon. THEODORE CHRISTIANSON : 
bull, representing one of the industrial States pf the East, make that state- 


It is very reassuring to hear Mr. Trum- 
ment. Ll am afraid that that principle has not been recognized by all of 
the industrial leaders in this country. I admit it is true, but I am saying 
[am afraid that that truth has not been recognized by all of the indusrial 
East. 

We have had industrial leaders in this country who expected to make up 
for the diminishing purchasing power of the farmer by increasing markets 
in Canada, Australia and Argentine, saat they point to the increase in 
industrial exports. , od 

Last vear the industrial exports of the United States reached the rather 
total of $3,250,000,000. The industrial exports in 1929 were 9 
per-cent higher than in 1928. They were 18 per cent higher than in 1922. 

From that fact some of our industrial leaders have assumed they could 
make up for the diminished purchasing power of American agriculture 
by finling farmers in foreign countries to whom they could sell goods. JI 
think that is a mistaken point of view, and I am very glad that some of the 
industrial leaders of the Kast and those in position to speak to the limit 
will acknowledge that after all, the prosperity depends upon maintainin 
the high purchasing power of industry and in the long run furnish the 
demand for that margin of production upon which industrial prosperity 
must inevitably rest. 


Impressive 
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I think that foreign markets for industrial products is a will-o’-the- -wisp, 
and the sooner industry recognizes that faet, the better it will be for in- 
dustry and surely ~ gy it will be for agriculture. 

Hon. G. H. DERN r. Chairman, I think we have had a very interesting 
discussion of this ate I am not sure the way out is any better than 
when we began. We have had the feeling that the prosperity of this 
country enjoyed during the past few years has been largely due to high 
wage scale. 

Mr. Ford has been referred to as a man with social vision. I am not so 
sure whether it was social! vision or good sense. He wanted to sell more 
Fords, and he decided that if he could pay men higher wages they would 
buy automobiles. That is where the perplexity comes. If the prosperity 
of the country depends on high wages, how are you going to pay high 
wages and keep the country prosperous? 

I wanted to mention a point that was raised at the Western Governors’ 
Conference the other day that I thought was interesting and applies to the 
present situation to some extent. I don’t feel that it can be more than a 
contributing factor to the situation, but it might be interesting for you te 
think about it. 

It was pointed out that one of the reasons for the depression which has 
struck us is the collapse of our foreign trade, particularly our trade with 
the Orient. The explanation for that is given to be that the money of 
China, for example, and the wealth of China, all the hoarded wealth, the 
possessions of the people, is largely in the form of silver. 

Silver has dropped so tremendously in its value that the wealth of that 
nation has been reduced by at ieast 40 per cent, almost cut in two. The 
result is that the purchasing power of China has been almost wiped out. 

The same thing applies to India to a great extent. India has been known 
as the greatest user of silver. They use silver as currency. People of 
India don’t have banks to put their money in so they buy silver ornaments 
and other silver goods and store them away. 

Now that the price of silver has been cut in two, their wealth has been 
cut intwo. It is alleged that one-of the reasons in the background for the 
revolution in India is the fact that their wealth has been so depreciated. 


Conditions in Orient as Factor in World Depression 


It has been suggested that is one of the things that is the matter with the 
world, and we ought to study that situation in the Orient, and find out just 
whether the financial system has not, contributed very largely to the de- 
pression that we have in this. country, which I think we all admit is ex- 
tremely serious, and we don’t kow how much more serious it is going to get 
before we get through. 

HON. THEODORE CHRISTIANSON: What do you recommend as the solution 
for the problem presented by the depreciation of the value of silver? 

Hon. G. H. DERN: It was not my suggestion. The thought was thrown 
out that that might be one of the causes. 

Hon. J. G. POLLARD: Mr. Chairman, of course, a Democratic Governor 
could not be expected to make a contribution to the solution of problems 
brought about by Republican policies. (Laughter.) 

But I have been very much struck, Mr. Chairman, in my attendance on 
this Conference, with the great diversity of problems in the several States 
of the Union. 

The one great benefit that has come to me while attending this Confer- 
ence is a larger and broader viewpoint. We know too little of each other's 
problems, and, therefore, are less sympathetic than we ought to be. The 
West knows very little of the’East and the East very little of the West. 

You know on Monday night Governor Conley and I spoke. One was 
introduced as the Governor of Virginia and the other was introduced as the 
Governor of West Virginia. A lady informed me today that another lady 
who was sitting alongside of her Monday night asked her how it was that 
Virginia has two Governors. She said, “Why should the western part of the 
State have one Governor and the eastern part of the State have another 
Governor?” 

But I suppose that that is no less surprising than the remark attributed 
to Al Smith before he was nominated for the presidency. While his pros- 
pects were being discussed with him, somebody asked him whether he 
thought he could carry the States in the Far West. He said, “I don’t know. 
What States are out there?” (Laughter.) 

So what we need is for the East to know the West better and the West to 
know the East better. 

That leads to this remark: Unemployment is not an acute problem in 
Virginia, | am glad to say. Fortunately for our State we have recently 
had invested there in industrial plants more than $250,000,000. One of 
the elements I think in the attraction of this new capital to our State, 
which has to some extent relieved us of the problem which is so burden- 
some to other States, is the reorganization of our Government, and the 
improvement of our tax system. 


Return of Prosperity to State of Virginia 
Four years ago Virginia had a deficit of $1,700,000. At the beginning of 
this year we had a surplus of $5,000,000. Thirty years ago our annual in- 
come was $3,000,000. Just the other day I signed an appropriation bill 
carrying $101,000,000 for a period of two years and four months, and Vir- 
ginia has enjoyed wonderful prosperity. 
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That surplus of which I spoke was in part due to improved administra- 
tion of our tax system. We have been able to equalize the tax burden by 
requiring those who heretofore had escaped taxation to pay their just part. 


Thus we have been able to reduce the general rate. So Virginia has not 
this same problem about which you gentlemen have been speaking. 

I was interested yesterday in the discussion of the prison problem. I 
have been in office only about four months, and therefore am not prepared 
to speak on a great many of the questions ‘which have been brought up for 
discussion. The early part of a Governor’s term in Virginia is taken up 
with appointments to office (laughter). 

I haven’t had much time to give to the convicts (laughter). I have been 
giving time rather to those who want to enter the service of the State than 
those who want to get out of the service of the State (laughter) 

It is said of our prison that some time ago one of our Governors was 
making a tour of inspection. He was very suddenly and unexpectedly taken 
into a great hall where all the prisoners were assembled. 

In his confusion he began his speech, “Fellow Citizens.” 
that all had lost their citzenship he began all over again. He said, “Fellow 
Convicts” (laughter). Then remembering that he Was not a convict, he 
said, “I don’t know what to call you but I am glad to see so many of you 
here” (laughter). 

Our prison problem in Virginia has been largely solved by the use of 
prisoners upon the roads. We make a very free use of the prisoners upon 
our roads. I suppose, Mr. Chairman, that these discussions are informal, 
and we want to help each other in the solution of our problems. 


Coming back to the problem of appointments, I want to say that I never 
know how much importance to attach to endorsements. I have in the last 
few months received thousands of letters endorsing men for this office and 
that office. 

Frequently, after receiving a letter of endorsement, the gentleman who 
wrote me the letter would come into the office and say, “Governor, I wrote 
you a letter endorsing Mr. So-and-so for a certain office. I want_you to 
understand that I wrote it because he asked me to write it. I want you to 
understand that I am not particularly interested in it.” 

Is that the experience of most of you Governors? Fellow Governors, if 
that has been your experience, I feel that I can contribute something to the 
solution of your problems by telling you what I did: If you will only do what 
I did all your trouble will be saved. 

I got the members of the general assembly who had written me most of 
these letters together to talk to them. 

I referred to the fact that I had received their endorsements and then 
afterwards had received their personal visits cancelling their indorsements 
(laughter). 

I said: “Now, gentlemen, let us understand each other. Let us under- 
stand each other in the future. Let us have a secret code. When you write 
letters you put down in the left-hand bottom corner these letters “D. C. D.” 
(laughter), and I will know you don’t care a damn (laughter). 

Since that time, gentlemen, I have gotten a great many letters with a 
secret code (laughter). 


Then realizing 


Rehabilitation of Virginia by New Financial System 

+ May I in conclusion say this, and I think I can do so with modesty because 
certainly the credit for the wonderful improvement in administration of 
the-government and the wonderful improvement in our income is in no way 
attributable to me, but to my predecessor, Harry Flood Byrd, who made us 
a very wonderful Gov ernor in four short years. He entirely reconstructed 
our government, es} ecially our fiscal system and turned us from our pauper 
State intoa comparatively rich State. 

He established a system of accounting so that each evening we can know. 
exactly how we stand financially. Every evening at 3:00 o’clock there is 
placed on my desk by the controller a statement of .just how the treasury 
stands. I don’t believe a single day of my administration has shown 
balance in bank as being less than about $13,000,000. 

We have established a new accounting system and a closer supervision 
of the return of property for taxation. I believe that the change brought 
about in Virginia is worthy of your close study. 

Recently pamphlets have been sent around the country signed by the so- 
called Virginia Research Bureau. All of the Governors perhaps have gotten 
that circular. I have received letters from many of you cofcerning it. It is 
an attack on the recent changes in government in Virginia made, I think, 
from no imparttal source. The statements made in that bulletin can be very 
easily refuted. 

If any of you gentlemen are studying for your State our new fiscal sys- 
tem and should get literature attacking the workings of that system, I hope 
you will feel at liberty to write me so that I can give you full information 
concerning the recent reform in government in Virginia which we think is 
— greatest thing that has happened in Virginia since the war between the 

tates. «© 

CHAIRMAN HAMMILL: As the time has arrived for the sightseeing tour, 
we thank you for the frankness with which you have discussed the prob- 
lem this afternoon and express to you our appreciation. 

The Conference will now stand adjourned. 

The meeting adjourned at 4:00 o’clock. 
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ARTICLE I. 


The style of this organization shall be the “Governors’ Conference.” 


ARTICLE II. 

Active membership in the Governors’ Conference shall be restricted to the 
Governors of.the several States and territories of the United States, the term 
“Governors” to include Governors-Elect. Ex-Governors shall be received as 
honorary members and, as such, shall be entitled to all the rights and privileges 
of active membership except the right of voting. 


ARTICLE III. 

The functions of the Governors’ Conference shall be to meet yearly for an 
exchange of views and experiences on subjects of general importance to the 
people of the several States, the promotion of greater uniformity in State legis- 
lation and the attainment of greater efficiency in State Administration. 


ARTICLE IV. 
The Conference shall meet annually at a time and place selected by the mem- 
bers of the Executive Committee. 


ARTICLE V. 
The Conference shall have no permanent president. 
~ A Governor shall be selected by the Executive Committee at the close of 
each half day's session to preside at the succeeding meeting. 


ARTICLE VI. 
There shall be no permanent rules for the government of the Conference 
in discussion or debate, but the procedure at any session shall be subject to 
the pleasure of the Governors present. 


ARTICLE VII. 
The proceedings of the Conference shall be fully reported and published. 


ARTICLE VIII. 

The affairs of the Conference shall be managed by an Executive Committee 
composed of five members to be chosen by the Conference at the regular annual 
meeting. They shall hold office until the close of the succeeding regular annual 
meeting and until their successors are chosen. Vacancies in the Executive 
Committee may be filled by the remaining members thereof. 


ARTICLE IX. 

A secretary and treasurer shall be elected by the Conference at each annual 
meeting. 

The Secretary shall attend all meetings of the Conference, keep a correct 
record thereof, safely keep an account for all documents, papers and other 
property of the Conference which shall come into his hands, and shall perform 
all other duties usually appertaining to his office or which may be required by 
the Executive Committee. He shall be paid an annual salary of not to exceed 
twenty-five hundred dollars and shall be reimbursed his actual and necessary 
expenses incurred while traveling on the business of the Conference. 

The secretary shall annually prepare and submit to the Conference a budget 
of the expenses for the ensuing year. He shall make all necessary arrange- 
ments for a program for the regular annual meeting and shall edit the steno- 
graphic reports of the proceedings at all meetings. He shall, alse, so far as 
possible, cq-operate and keep in touch with organizations, societies and other 
agencies designed to promote uniformity of legislation. 


ARTICLE X. 

The treasurer shall have the custody of the funds of the Conference, subject 
to the rules of the Executive Committee. He shall deposit funds of the Confer- 
ence in its name, shall annually report all receipts, disbursements and balances 
on hand, and shall furnish a bond with sufficient sureties conditioned for the 
faithful performance of his duties. 


ARTICLE XI. 

Persons not members of the Conference shall not be heard until the regular 
order of business for the day has been concluded, and then only by unanimous 
consent. All programs for social entertainment must be approved in advance by 
the Executive Committee. 


ARTICLE XII. 
These articles or any of them may be aliered, amended, added to or repealed 
at any time by a majority vote of all Governors present and voting at any 
regular annual meeting of the Conference. 
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